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The booklets in this series are written primarily for two types of 
clientéle: those engaged in—or preparing for—educational planning 
and administration, especially in developing countries; and others, 
less specialized, such as senior government officials and policy- 
makers who seek a more general understanding of educational 
planning and of how it is related to overall national development. 
They are devised to be of use either for private study or in formal 
training programmes. 

Since this series was launched in 1967 the practice as well as the 
concept of educational planning has undergone substantial change. 
Many of the assumptions which underlay earlier attempts to put 
some rationality into the process of educational development have 
been abandoned or at the very least criticized. At the same time, 
the scope of educational planning itself has been broadened. In 
addition to the formal system of schools, it now includes other 
important educational efforts in non-formal settings and among 
adults. Attention to the growth and expansion of educational systems 
is being supplemented and sometimes even replaced by a growing 
concern for the distribution of educational opportunities and bene- 
fits across different regions and across social, ethnic and sex groups. 
The planning, implementation and evaluation of innovations and 
reforms in the content and substance of education is becoming at 
least as important a preoccupation of educational planners and 
administrators as the forecasting of the size of the educational system 
and its output. Moreover, the planning process itself is changing, 
giving more attention to the implementation and evaluation of plans 
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as well as to their design, and exploring such possibilities as integ- 
rated planning, participatory planning, and micro-planning. A 

One of the purposes of these booklets is to reflect this diversity 
by giving different authors, coming from a wide range of back- 
grounds and disciplines, the opportunity to express their ideas and 
to communicate their experience on various aspects of changing 
theories and practices in educational planning. 

Although the series has been carefully planned, no attempt has 
been made to avoid differences or even contradictions in the views 
expressed by the authors. The Institute itself does not wish to impose 
any official doctrine on any planner. Thus, while the views are the 
responsibility of the authors and may not always be shared by 
Unesco or the ITEP, they are believed to warrant attention in the 
international forum of ideas. 

Since readers will vary so widely in their backgrounds, the authors 
have been given the difficult task of introducing their subjects from 
the beginning, explaining technical terms that may be commonplace 
to some but a mystery to others, and yet adhering to scholarly 
standards. This approach will hav 


e the advantage, we hope, of 
making the booklets optimally useful to every reader. 


Preface 


The relationship between education and employment has always 
been one of the major preoccupations of educational planning. In 
fact, one of the main reasons why some form of educational planning 
was adopted in many countries was the desire to achieve a better 
match between the graduates of the different levels and sectors of 
the educational system and the needs and capacities of the labour 
market. Projections of manpower needs became the basis for many 
educational plans over the last twenty years, and continue to play 
an important rôle in educational planning. At the same time, the 
relationship between education and employment continues to be 
beset with a variety of problems: the expansion of educational 
systems outruns the absorptive capacity of the labour market; 
educational development generates expectations on the part of stu- 
dents and families which a more slowly growing economy cannot 
fulfil; there is considerable difference in the match of school-leavers 
with employment opportunities as between regions of a country, oc- 
cupational categories, and types of school; etc. 

As a result, the unemployment or underemployment of school- 
leavers—from primary school all the way to university graduates— 
has become a matter of growing concern and even potential political 
discontent in many countries. The situation is serious enough to raise 
the question of whether educational planners still have (if they ever 
had) an adequate understanding of the full range of dynamics of the 
world of work in general, and of the complexities of labour markets, 
in particular. A great deal of effort has been devoted by a number 
of economists in recent years to arriving at a better understanding 
of the problems of unemployment in the context of development and 


underdevelopment, and we at the IIEP felt that it was high time to 
share a critical appraisal of the present state of this knowledge with 
the readers of the Fundamentals of Educational Planning. 

Martin Carnoy, a well-known development economist who is now 
teaching at Stanford University, has drawn both on his extensive re- 
search experience in Latin America and Africa and on his theoretical 
reflections on the relationship between development and employment 
in order to provide us with such an appraisal. His discussion goes 
considerably beyond the technical and methodological concerns 
characteristic of some of the earlier manpower models in educational 
planning, and places the problems of unemployment and under- 
employment in the wider context of the economic, political and 
social predicament with which developing countries ar 
From this analysis emerge a number of conclusions 
educational planners which are likely to stimulate a 
discussion and further thought as to the rôle of educati 
in better understanding and, hence, better coping with 
of employment and unemployment. I appreciate, as 
teaders of this booklet will, the candour with whic 
handled this crucial problem and pointed out to us th 
in the relationship between education and emplo: 
that they defy purely technical solutions and have 
overall context of the political economy of devel 


e confronted. 
addressed to 
good deal of 
onal planning 
the intricacies 
I am sure the 
h Carnoy has 
at the problems 
yment are such 
to be seen in the 
opment. 


Hans N. Weiler 
Director, HEP 
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Introduction 


Ten years ago, industrial-country economists were concerned that 
important bottle-necks to economic growth would occur in non- 
industrial countries because they lacked ‘high- and middle-level man- 
power. Manpower planning was intended as a partial solution to this 
problem. A scant decade later, however, non-industrialized countries 
are faced by an apparent ‘excess’ of highly schooled labour; the 
average level of schooling in the labour force has increased but so 
has the average level of schooling in the unemployed labour force. 
Furthermore, unemployment shows no sign of diminishing even 
though the unemployed—on average—are in theory more adequately 
prepared to participate in the growth of the economy. 

As an example of this problem, Table 1 shows the growing open 
unemployment in Latin America between 1950 and 1965. The Or- 
ganization of American States (1971, p. 1) describes the situation 
in the following way: ; 


The general employment situation in Latin America as a whole is one of 
disequilibrium between the population in the mass and the economic 
structures of the hemisphere. The quickening growth of population in the 
region, its rapid urbanization, and the high growth rate of the labor torce 
are part of a complex socio-economic situation that may be summarily 
described as an employment crisis, manifested partly by a relatively high 
rate of open employment—particularly in urban areas—but also by exten- 
sive underemployment and a low rate of participation. 


In Asia, the situation is probably even worse (Mehta, 1968, p. 24-5): 


The previous industrial development plans of the ECAFE countries have 
not made any sizable impact on the overall employment situation, and the 


11 


Education and employment: a critical appraisal 


TABLE 1. Population, labour force and employment in Latin America, 1950-65 


1950 1955 1960 1965 
Total population (thousands) 151,116 173,104 199,307 229,691 
Rate of participation (percentage 

of total population) 34.85 34.80 34.70 34.60 
Labour force (thousands) 52,664 60,240 69,160 79,473 
Persons employed (thousands) 49,739 56,077 62,866 70,651 
Persons unemployed (thousands) 2,925 4,163 6,294 8,822 
Rate of unemployment (percentage 

of labour force) 5.60 6.90 9.10 11.10 


ees 
Source: Organization of American States, 1971, p. 2. 


employment opportunities have lagged far behind the growth in the labor 
force. In some countries, like India, Pakistan and Ceylon, the backlog of 
unemployed and under-employed at the end of the plan period appeared 
to be far larger than at the beginning of the plan period—indicating that 
the new employment opportunities have not kept pace with the growth in 
the labor force. Such data as are readily available do suggest that the 
situation on the employment front is assuming quite serious proportions. 
In the Republic of Korea, despite all efforts at industrialization, the number 
of unemployed and under-employed persons has increased in 1963 to 
703,000 and 2,220,000 respectively. Notwithstanding the rapid develop- 
ment of manufacturing industries, the total number of unemployed persons 
in the Philippines is estimated to have increased from 540,000 in 1959 to 
577,000 in 1960, 618,000 in 1961 and 662,000 in 1962. In India, around 
5 million at the beginning of the Second Plan period has been estimated 
to have increased to 9 million during the beginning of Third Plan period 
and is expected to be of the order of 9-10 million at the beginning of the 
Fourth Plan period. In other countries like Indonesia, Burma or the 
Republic of Vietnam where the development plans remained practically 
inoperative either due to economic and political instability or serious short- 


age of external and internal resources, the impact of development planning 
on employment was even less significant. 


Already in the early 1960s, unemployment among primary-school 
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leavers in West Africa was very high (Callaway, 1961), and after 
independence, with even greater expansion of schooling, unemploy- 
ment began to move up into the secondary- and university-schooled 
labour force, despite the élite mature of secondary and university 
schooling (Thias and Carnoy, 1969). 

Turnham (Turnham, 1971) reports that the open unemployment 
rate in the late 1960s was 13.6 per cent in Colombia, 7.9 per cent 
in Venezuela, 9.8 per cent in Malaysia, 11.6 per cent in the Phil- 
lipines, 15 per cent in Sri Lanka, 11.6 per cent in Ghana, and 
14.9 per cent in Kenya. The rate in Chile in the same period was 
about 8 per cent (Calvo et al., 1975), and now (1976) is almost 
20 per cent (Frank, 1975). In Puerto Rico the rate in the 1940s, 
1950s and early 1960s, despite a very rapid rate of growth and 
massive emigration, was about 12-14 per cent (Carnoy, 1972). 
Recent surveys in Mexico urban areas (Secretaria de Industrias y 
Comercio, 1975) show an official open unemployment rate in Mexico 
City, Monterey and Guadalajara of 8 per cent. Of course, most of 
these rates are reported for a time period (the late 1960s) when 
economic conditions in the industrial countries were relatively good 
and therefore demand (and prices) for Third World primary goods 
(aside from oil and sugar) were high relative to the situation in 
1974-75. 

There have been many reasons given by economists for these 
high rates of unemployment: generally, they hinge on the lack of 
capital available in low-income countries and hence on the difficulty 
of creating enough jobs for the available labour force. This dif- 
ficulty is exacerbated, it is argued, by rapidly growing populations, 
and a low level of education (skills) in the labour force age group 
(which makes it difficult to employ workers and to attract foreign 
investment). According to this analysis, the solution to unemploy- 
ment is to increase the formation of physical capital and to invest 
in education. More capital would create more jobs and more educa- 
tion would reduce the fertility rate (more educated women would 
choose to have fewer children) and make the population more em- 
ployable. 

Although there is some evidence that more schooling for women 
does reduce fertility rates (Holsinger, 1975; Todaro, 1977), popula- 
tion growth rates have fallen very slowly if at all in industrializing, 
low-income countries despite an increase in the average level of 
schooling among women. So, at best, the effect of education on the 
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H labour supply side is only very long-term. Furthermore, increased 

- capital per worker and high economic growth rates have not reduced 
unemployment rates, and higher education per worker seems to have 
done little more in the area of unemployment than increase the 
average level of schooling among the unemployed.* 

The failure of these development strategies to reduce unemploy- 
ment raises serious questions about the potential of any educational 
policy to contribute significantly to full employment, or, for that 
matter, of achieving full employment in low-income societies under 
a capitalist organization of production. 

In the development strategies of the 1950s and 1960s, of course, 
education and educational planners were to play a key rôle in pro- 
ducing growth and employment. But if education does not act signi- 
ficantly to reduce unemployment, the educational planner’s réle in 
any full employment strategy may be limited. This is the issue 
examined in this book. We shall analyse whether possibly there was 
something about the way educational programmes were developed 
in capitalist economies that apparently caused them to have little 
effect on employment in the last two decades. If this were the case, 
correcting those programme deficiencies could make educational 
policy an effective tool for decreasing unemployment. Indeed, much 
of the recent literature (see, for example, Blaug, 1973; Faure et al., 
1972) seems to imply that some problems of unemployment, espe- 
cially educated unemployment, might be alleviated with improve- 
ments in the educational system, improvements such as a more 
agricultural orientation to schooling in rural areas (out-of-school 
education), better matching of secondary school curriculum with 
available jobs, etc. 

On the other hand, it is possible that there are structural reasons 
inherent in capitalist development which would make educational 
planning rather irrelevant to the employment problem. And it may 
very well be that educated unemployment is a preferred condition 
for urban employers—a desirable outcome of State infrastructure 
investment on their behalf despite some possible undesirable con- 
Sequences politically. In other words, continued high unemployment 
Overall and the emergence of an educated unemployed may not be 
an inefficiency of an otherwise rational system, but may be a desir- 


1, For a Summary of these general points about unemployment in low-income 
countries, see Barnett, in Edwards, 1974, 
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able and logical outcome of avoiding labour shortages at all skill 
levels and putting downward pressure on wages and upward pressure 
on productivity. 

Before going on to explore these possible relationships between 
education and employment and the economic theories behind them, 
we should ask whether unemployment is really an important issue 
and whether educated unemployment should be treated separately 
from unemployment of the uneducated. 


Is unemployment an important issue ? 


Although this seems to be a rhetorical question, it merits discussion. 
Blaug (1973) points out, for example, that the World Employment 
Programme of the International Labour Organisation (ILO) had as 
its original objective to persuade low-income countries to make 
maximum employment a central goal of economic policy, but as the 
problem was studied by the ILO, this objective changed to one 
which ‘seeks to emphasize poverty as the crucial problem of eco- 
nomic development’ (p. 2). In the ILO’s Colombia report (1971), 
the employment problem is redefined as ‘primarily a problem of in- 
adequate income and only secondarily one of insufficient work op- 
portunities’. In consequence, the ultimate objective of policy is not 
just to provide more jobs but to provide more jobs of the sort that 
yield enough income to sustain a reasonable standard of living 
(Blaug, 1973, p. 2-3). Blaug goes on to argue that the income ap- 
proach to the measurement of unemployment is more comprehensive 
than the traditional definition of open unemployment plus under- 
employment (which we discuss below). Furthermore, once this more 
comprehensive approach to the employment problem is adopted, the 
analysis of the problem becomes an analysis of why countries are 
poor as well as why the volume of employment is low (p. 5). 

This argument that the unemployment problem is really a 
problem of poverty cannot be denied: generally, those who are most 
likely to be unemployed are those who are most likely to be poor. 
Also, continued unemployment is, by definition, poverty. However, 
unemployment is worth distinguishing from low income as two se- 
parable components of poverty: if a worker receives a low income, 
but is ‘guaranteed at least that low income (adjusted for changes in 
the price of goods) every week and every year of his life, he can be 
sure that he and his family will never starve. An important element 
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of poverty—insecurity and fear—is removed. Indeed, this element of 
insecurity accompanying secular high rates of unemployment and 
cyclically even higher rates need not be limited to those who are 
poor. As professionals in high-income countries are finding out, the 
spectre of being without income and the psychological effects of that 
condition hang over a very high fraction of the population in all but 
a few capitalist economies. Thus, we would argue that the elimina- 
tion of unemployment (or—what amounts to the same thing—the 
guarantee of a job to anyone who wants to work) is in and of itself 
an important development issue even in those economies where such 
guaranteed work pays low incomes. 

Not only is guaranteed work—the absence of open unemploy- 
ment—a separable problem from the problem of low income, it is 
apparently a good deal easier to reduce unemployment quickly than 
to increase incomes per capita rapidly and over a long period of 
time. Socialist governments such as those in Bulgaria, China, Cuba, 
Poland, Romania, the U.S.S.R. and Yugoslavia—all low-income 
countries at the time of their revolutions—reduced unemployment 
relatively quickly once they instituted a guaranteed employment 
policy. On the other hand, increasing incomes per capita in those 
countries has been a more difficult task. 

When the educated are unemployed, there may be additional 
costs to the society besides the psychological anxiety that unemploy- 
ment produces in the unemployed: education costs the economy real 
resources, some of which are borne directly by those who take 
schooling and some by taxpayers in general (a recent study (Jallade, 
1974) of the Colombian fiscal system, however, shows that govern- 
ment taxes and expenditures are regressive, so that we would expect 
that the relatively poor in low-income countries subsidize the school- 
ing of the relatively well-off). Furthermore, as Coombs (1968) im- 
plied in his World educational crisis, the educated unemployed may 
Pose a political threat to the established social order that the un- 
educated unemployed do not. Both these factors (cost and political 
threat) have raised concern over the failure to employ fully all the 
educated in work which suits their skills. 

Yet, despite these concerns, we must ask whether the availability 
of a reserve army of educated unemployed is totally disfunctional 
or a waste of resources even in a low-income economy supposedly 
short of educated labour. For one thing, the existence of educated 
unemployed puts pressure on the educated employed to work harder 
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for fear of becoming themselves unemployed (replaced by someone 
younger and more schooled). It also puts downward pressure on the 
wages of the educated and perhaps keeps them from rising as fast 
as they might with a lower supply of new graduates. Either way one 
looks at it, a greater supply of secondary and university graduates— 
even if they cannot be fully employed—may serve to increase the 
rate of return to physical capital, or at least keep that return from 
falling. Thus, it may well be that capitalists and managers of corpora- 
tions are not particularly interested in measures which will solve 
the economy’s unemployment and educated unemployment problems, 
since for them a surplus of educated labour has some value. Of 
course, we have to recognize that an ‘oversupply’ of highly schooled 
labour does not necessarily mean an abundance of all kinds of skills 
demanded by employers; the latter often complain that the recent 
crop of graduates does not match their skill needs. 

In summary, then, unemployment and educated unemployment 
in and of themselves are important issues separable from the issue 
of poverty or even economic growth, since they have psychological 
and distributional ramifications that go beyond the problem of eco- 
nomic efficiency. But from one point of view, educated unemploy- 
ment should be treated differently from total unemployment since 
we can directly affect the supply side of the available educated la- 
bour force through public expenditure policy (while policies which 
affect total labour force supply are much more long-run). In addi- 
tion, the educated unemployed have cost the society real resources 
greater than the uneducated unemployed. Educated unemployed may 
also pose a threat to the political stability of a society that the un- 
educated may not. On the other hand, there is another analysis 
which—without denying the possible validity of the social cost dif- 
ferences between educated and uneducated unemployed—argues 
that educated unemployment is a logical extension of an economic 
policy oriented toward maximizing profits. This maximization in- 
cludes producing an excess supply of more skilled as well as less 
skilled workers, and, in that sense, implies that the educated and 
uneducated unemployed are part and parcel of the same problem: 
a general policy of creating excess labour. Therefore, the problem 
of and the solutions to educated unemployment in that analysis 
cannot be separated from the problem of total unemployment. 
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Unemployment and underemployment 


The traditional measure of unemployment used by most countries 
is to count everyone without work who is looking for work at the 
going wage in the ‘reference week’ of the employment survey. This 
is called ‘open unemployment’. However, when open unemployment 
rates are high, many who might be seeking work in a tighter labour 
market are discouraged from doing so. There is no way of knowing 
how large this number is, but we can measure labour force participa- 
tion rates over time: in periods of relatively high unemployment, 
labour force participation rates may also fall, giving some indication 
of the number of people who are discouraged from entering the 
labour force. (See Table 1 for falling participation rates in Latin 
America.) 

‘Open unemployment’ figures are misleading in other ways: first, 
a percentage rate of unemployment indicates the percentage of 
people who are looking for work and unemployed in a particular 
week. While this is an indicator of the percentage of people un- 
employed in any week of the year, it does not measure the per- 
centage of those in the labour force who are unemployed at some 
time during the year. Thus, it does not indicate the percentage of the 
population who are touched by the anxiety of being without work 
for varying periods of time during the year. For example, the 
average length of time that someone is unemployed in the United 
States is around fifteen weeks: in 1974, when the average number 
of unemployed people in the United States was about 5 million, 
18.3 million were out of work at some time during the year (Dollars 
and sense, 1976, p. 10)—about 22 per cent of the labour force. 
Put another way, the ‘open unemployment’ figure does not indicate 
what percentage of the labour force works only part of the year. 
The 1974 figure for the United States implies, for example, that less 


than 80 per cent of the economically active population were em- 
ployed full year. 


Second, even this latter figure does not fully capture the problem 
of ‘visible and invisible un 


deremployment’. Not only does a large 
part of the labour force in low-income countries probably work 


fewer weeks annually than they would like to, but many work less 
than a full-time number of hours per week. When an employment 
Survey reports that someone is employed in the reference week, it 
usually does not specify how many hours per week that person 
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works. A person may work ten hours weekly and still be designated 
as employed. This problem, incidentally, is not limited to low-in- 
come countries: in the United States, about 45 per cent of the labour 
force in the mid-1960s worked part time (fewer than forty hours 
per week) or part year (fewer than fifty weeks per year). Now, in 
a high-income country, a significant fraction of these part-time part- 
year workers may choose to work less than full time. It is difficult 
to say without an experimental design how much of this under- 
employment is voluntary and how much is involuntary. The lower 
a country’s average family income, the more likely part-time em- 
ployment is involuntary, since, under the assumption of a backward- 
bending supply curve (a supply curve of labour in which, at certain 
wage levels, increasing wages will reduce the amount of labour 
offered), both men and women are more likely to want to work 
longer hours and more weeks when they are poorer than when they 
already have high consumption levels. 

Third, the definition of underemployment can be extended to 
include not only those who are working fewer weeks and hours than 
they might want to if full-time jobs were available, but those who 
are working in jobs that do not fully utilize their skills, or those 
workers who could produce more if their job were differently or- 
ganized. As Blaug (1973, p. 4) notes, this is a productivity defini- 
tion of underemployment, which argues that in some sense the 
worker has lower productivity than he or she might have if more 
effectively employed. The interesting part of that argument is its 
ramifications for human potential in work, for Jensen (1972) has 
shown (using Inkeles-Smith data: Inkeles and Smith, 1974) that 
workers gain in IQ working in factory jobs, while they do not in 
agricultural and non-factory urban work. If those results are correct, 
they imply that large portions of the population in low-income 
countries are not only underemployed because they are working in 
traditional sectors (they could produce more under a more ‘modern’ 
organization of work) but they are not achieving their personal 
potential development levels because the type of work they do ap- 
parently requires thought patterns which are relatively simple com- 
pared to what they are capable of. 

Fourth, the nature of unemployment may be different for the edu- 
cated than for the uneducated. We may find that the educated un- 
employed are, on the average, younger than the uneducated: edu- 
cated unemployment may occur primarily in the period immediately 
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after graduation, and may constitute a ‘search’ period for a job 
consistent with the graduate’s expectations. This may be a com- 
pletely rational decision and an investment on the part of the 
searchers, especially if the first job is an important determinant of 
later jobs. Clearly we should distinguish between unemployment 
as search time for ‘good’ jobs and unemployment as lay-off from 
a job the worker wishes to keep. 


The distribution of unemployment 


Although unemployment rates in non-industrialized societies are 
high and include those with higher levels of schooling, open un- 
employment is apparently lower among the more highly educated 
than among the less educated. This would probably be especially 
true if we analysed unemployment rates within age groups (Blaug, 
1973, p. 9-11; Blaug et al., 1969). It appears that the demand for 
more highly schooled labour grows more rapidly than the demand 
for less schooled labour; employers substitute more schooled for 
less schooled workers within a falling labour-capital ratio.! Under 
such conditions, we can hypothesize that open unemployment is 
much more likely to occur among some groups of people than 
others, and that the elimination of unemployment has distributional 
consequences. 

First, social class background is an important factor determining 
how much schooling a person gets. If it is the poor who tend to get 
lower levels of schooling and the rich, higher, open unemployment 
hits the poor harder than the rich. The rate of unemployment is 
generally lower among the more schooled than the less schooled. 

Second, open unemployment hits people from different social 
classes with the same amount of schooling differently. Those from 
lower social classes are more likely to be unemployed than those 
from higher social classes even if they take the same number of 
years of schooling (Carnoy, Sack and Thias, 1976). Part of this 


1. Carnoy and Marenbach, 1975. 
schooling in the United States 
of people with primary school 
to taking college remained stab! 


We show that the rate of return to primary 
fell despite a decrease in the absolute number 
in the labour force, while the rate of return 

le, and the rate of return to graduate school 
rose (we have data on graduate school incomes only for the period 1959-69) 
despite rapid increases in the number of people with that level of schooling in 
the labour force, 
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effect is due to the kinds of schools attended by the various social 
classes: children from the wealthier families attend private schools 
or the better (urban or suburban high-cost) public schools and uni- 
versities, while poorer children attend rural or provincial schools 
(Mwaniki, 1973). Employers probably prefer the former to the 
latter if they have a choice. Part is due also to less well developed 
market connexions among poor families. 

In addition to the distribution of open unemployment, there is 
evidence that people with less schooling—those from lower social 
class origins—work fewer hours per week and fewer weeks per 
year than those with more schooling (Eckaus, 1973). Even at the 
university level, those professions generally associated with lower- 
middle-class students, such as education and humanities, work fewer 
hours per year than those from higher-social-class faculties such as 
engineering and medicine (Carnoy, 1975). Those who get more 
schooling and more prestigious schooling get access to jobs which 
not only pay more per hour, but require (or allow) them to work 
longer hours. People with more schooling therefore not only have 
a greater chance of finding work, they have access to jobs which 
allow them to gain more earnings through more work. 

Finally, we must recognize that a significant percentage of un- 
employment is among the young (15-24 years old), and this affects 
greatly our estimates of the relationship between schooling and un- 
employment, since the young are more schooled than older members 
of the labour force (Blaug, 1973). It is true that the young have 
fewer family responsibilities, and hence should have less anxiety 
about being unemployed. Thus, planners could argue that the social 
cost (as we have presented it) of unemployment is considerably 
lower than if unemployment were spread evenly over all age groups. 
In that sense, the economic system seems to be rational in assigning 
the greatest risk of unemployment to those who feel the least pain 
from being unemployed. But this pattern of unemployment has 
important implications for educational planning, as we shall see: 
high unemployment and underemployment rates among youth 
means that the cost of taking additional schooling is also lower and 
puts more pressure on school expansion, increasing the average 
schooling of the unemployed and increasing the size of the skilled 
(partially employed) Jabour force. 

With all these notions of unemployment, underemployment and 
the distribution_of unemployment haunting our analysis, the policy 
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planner may wonder how one is to deal with the problem of em- 
ployment. We are suggesting that the planner keep in mind the 
social costs of unemployment from the human point of view: What 
kinds of economic policies help all people in a particular low-in- 
come society obtain secure flows of income from work and help 
them to work full time if they wish to do so? This obviously does 
not solve the problem of low incomes and worker satisfaction, 
since the wages paid for this full-time work might be very low and 
the work difficult and undesirable. Nor does it solve the problem of 
low per capita consumption, since, as in Cuba, work may be 
available and incomes reasonably high, but relatively little available 
to buy. Yet, full employment, we contend, reduces an important 
element of fear/anxiety for workers (possibly also reducing pro- 
ductivity) inherent in a high unemployment labour market (we as- 
sume that full employment could reduce turnover rates or, at least, 
the anxiety associated with turnover when search times are in- 
creased by a high unemployment situation). And while a full em- y 
ployment policy may reduce average productivity, there are pro- . 
bably other more humanistic ways of increasing output than threat- 

ening workers with loss of work. Similarly, the problem of working 


conditions and worker satisfaction can be dealt with independently 
of the unemployment issue. 


What is the réle of educational planning in Solving the 
problem of unemployment and underemployment ? 


Keeping these objectives in mind, what can the educational planner 
do to improve the employment situation in a low-income society? 
We will argue that the answer to this question rests to a large extent 
on the view the planner has of the functioning of the economy and 
the resultant nature of labour markets. 

: On the one hand, we can assume that capitalist development is 
inherently beneficial in a technically deterministic way to all those 
who work and live in the economy. We would then assume that 
distortions in the economy and labour market are the principal 
causes of unemployment and inefficiency in public investment is a 
Principal determinant of educational unemployment/underemploy- 


ment. Under these assumptions, the educational plan can be blamed 


a unemployment in the following ways: (a) hastening the movement 
om countryside to city by providing a general education in rural 
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areas which is useless for increasing agricultural production but 
increases expectations for work and income which cannot be met 
in rural areas; (b) ‘overschooling’ people relative to the jobs they 
can get, so that they effectively stay out of the labour force for long 
periods of time rather than accept work beneath their expectations; 
and (c) ‘misschooling’ people so that they cannot find jobs related 
to their school-learned skills. The planner, in turn, can contribute 
to decreasing educated unemployment by (a) creating lower-cost 
education suitable for the great number of low-level jobs in the 
economy (particularly rural jobs), thus reducing (or changing) ex- 
pectations of school leavers; (b) reducing the number of graduates 
emerging from educational institutions; and (c) performing (through 
planning) a better match between higher-level skills needed in the 
economy and the skills taught in schools (Blaug, 1973; Emmerij, 
1972). 

Yet, even under the assumption of capitalist ‘rationality’, there 
is serious question whether educational planning is to blame for 
unemployment of the educated; indeed, as Blaug points out, educated 
unemployment may be more an issue of the unemployment of the 
economy’s youth than the fact that workers are ‘overeducated’ or 
‘miseducated’. The question of the planner’s rôle would then be 
shifted to the problem of solving youth unemployment. 

Under a different set of assumptions about capitalist development 
and the resultant structure of labour markets, the production process 
is organized to benefit primarily owners of capital, managers, and 
their bureaucratic allies. The vast majority of worker-participants 
are manipulated to meet the goals of these élite groups. Those as- 
sumptions indicate that unemployment is the result not of distortions 
in an otherwise sound and rational production system, but of 
capitalist/bureaucratic élites attempting to maximize their own gain. 
Public investment programmes in education which appear inefficient 
from the standpoint of poor people and the rural masses, are general- 
ly rational in terms of capitalist/bureaucratic objectives. Under these 
assumptions, blame put on expanded education for educated un- 
employment is misdirected, and distracts from searching for the real 
causes of unemployment which reside in the nature of capitalist 
production, particularly the antagonistic relation between capitalists/ 
managers and workers, and pressure by capitalists for public policies 
which generate surplus labour and a surplus of skilled labour. In- 
creased education of the labour force in this analysis neither 
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increases or decreases unemployment significantly; it merely increa- 
ses the average level of schooling in both employed and unemployed 
workers. It also may change the nature of underemployment: under- 
employment in rural areas (in terms of hours worked per year) shifts 
to open unemployment in urban areas and workers become in- 
creasingly overeducated (in terms of their expectations) relative to 
the jobs they hold, hence increasing urban ‘invisible underemploy- 
ment’. 

In the rest of this work we will explore the labour-market theories 
underlying these different views of education and unemployment and 
the different strategies which emerge from them. 


24 


I. Theories of labour markets and unemployment 


The réle of education in unemployment depends, ultimately, on how 
we view the functioning of the economy and its labour markets. In 
order to understand an economist’s explanations of the unemploy- 
ment and his strategies for solving it, we first have to get at his 
underlying model. We present briefly three such models here: the 
orthodox theory of continuous labour markets, dual labour market 
theories, and radical/Marxist theories, particularly that of segmented 
labour markets and the reserve army of the unemployed. 


Orthodox theory 


The orthodox or neo-classical theory of development, despite what 
many who emphasize its problem-solving, empirical approach may 
Say, is rooted in capitalist ideology and tied closely to an idealized 
capitalist organization of producton. Most orthodox economists 
therefore approach the problem of development as a problem of 
organizing the economy in a way which closely resembles a ‘con- 
trolled’, free-enterprise system and giving characteristics to those 
who work in it which are like those of workers, managers and entre- 
Preneurs in the industrial economies. Of course, there are many 
orthodox economists who recognize that there are differences be- 
tween the development problems of the non-industrial countries 
developing today and the development patterns of the industrialized 
countries a century ago. Nevertheless, there is, in the orthodox 
theory, an explicit linearity and continuity of change: development 
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is a linear and continuous process which occurs incrementally. This 
implies an ahistorical approach to economic change, and views the 
problem of low-income countries today as a lack and a lag of the 
qualities that make high-income countries relatively wealthy. Further- 
more, the production process in this theory is one in which all in- 
dividuals participate as equals and have free choice, although 
some people may be ‘cleverer’ and more ‘motivated’ than others. 
In any case, the theory is devoid of any inherent conflict among 
groups, since individual interests and possibilities (as reflected in the 
price system) dominate any group ties. Similarly, the theory views 
economic relations among capitalist countries as without political 
content—rich countries and poor trade as equals in an international 
market governed by objectively determined prices of goods and 
services. 

In this context the orthodox view of employment/unemployment 
is derived from the concepts of competitive equilibrium and marginal 
productivity: in competitive equilibrium labour receives wages equal 
to its marginal contribution to output. If a competitive equilibrium 
is interfered with, either in product markets or in the labour market 
itself, to distort the prices of factor inputs, unemployment can re- 
sult. In other words, more people will want to work than can work 
at the prevailing wage, since wages are higher than the marginal 
product of the unemployed. 

In early orthodox development models, labour was treated as a 
homogeneous entity, and so economists spoke of the marginal pro- 
duct of labour as if all man-hours of work were the same. However, 
in the last two decades, neo-classical economics have incorporated 
skill differentials into the notion of labour through human capital 
theory. In human capital theory, what is demanded and supplied in 
the labour market is not homogeneous labour but worker charac- 
teristics. The human capital model assumes that people’s productive 
capability, or the value of their work in the production structure, is 
determined by the amount they ‘invested’ in income-producing 
human capital investments. Some of these are in better health, 
schooling and training. Thus, the concept focuses on individual 
worker decisions and choices among investments in productive 
capacities and on individual employer decisions to hire certain 
combinations of capacities which the employer combines with other 


inputs in production at the prevailing prices for various productive 
capacities. 
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In its explanations of and solutions for unemployment, orthodox 
economics draws on the concept of labour both as homogeneous 
man-hours and as human capital (worker characteristics), and in 
both cases the theory assumes that there are general laws that apply 
equally to all individuals in the labour market. Thus, whether it is 
a man-hour of work or a year of schooling, the market mechanism 
treats (prices) these inputs similarly across the entire labour market 
in that economy: it is assumed that in a competitive equilibrium, the 
market for man-hours of work or for various investments in skills 
will ‘clear’; if it does not, this means that, in some sense, the market 
is not in competitive equilibrium—distortions exist, and if they can 
be eliminated, full employment can be reached. 

The implications of orthodox theory for a full employment stra- 
tegy should be clear: unemployment is caused by distortions in the 
economy; eliminate these distortions and full employment will be 
attained. As for the relationship between education and unemploy- 
ment, orthodox theory in its strictest form would have to blame un- 
employment on those who are unemployed. That is, given the 
existence of unemployment in an economy because of distortions in 
the market (caused, for example, by the inappropriate intervention 
of the State into the economic system, or through the existence of 
monopolies in production), which are beyond the control of the 
individual worker, each potential employee would be faced by a 
series of human capital investment decisions. If they made the right 
investment decisions, they would enter the ranks of the usually 
employed, and if they made the wrong decisions, they would enter 
the ranks of the often unemployed. The unemployed, then, are 
those who have not invested in the ‘right’ set of characteristics, in- 
cluding the right amount or kind of schooling, which would give 
them a high probability of getting employment at the ‘distorted’ 
prevailing wage. 

Of course, the model does not treat worker objectives purely in 
terms of employment probabilities, for individuals do not maximize 
employment alone but rather employment security and expected in- 
come (or wages). Some individuals may prefer occupations such as 
acting where there is a high probability of unemployment but a 
chance to make very high incomes, while others may prefer lower 
income jobs with high probability of continuous employment (such 
as primary-school teaching). Even so, in the orthodox model, the 
less educated are more unemployed relative to the more educated 
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in part because they lack the proper set of characteristics to be 
employed given the conditions of the economy. The solution to this 
problem is either to correct the distortions in the economy which 
produce the unemployment or to provide workers with sets of 
characteristics, including amounts and kinds of schooling, which 
will increase their probability of employment, or to undertake both 
these corrections. 

We see this thinking in most of the recent reports on unemploy- 
ment. Beginning with the ‘War on Poverty’ in the United States ten 
years ago, in which massive sums went into the schooling and 
training of unemployed youth (Levin, 1976, has an excellent analysis 
of the failure of orthodox theory to reduce unemployment during 
that period), and now culminating in a series of reports from the 
International Labour Organisation, solutions of this genre are 


proposed. For example (Blaug, 1973, p. 5-6, summarizing the ILO 
Colombia Report): 


:+-an overvalued exchange rate, coupled with a system of import quotas 
and subsidized interest rates, has reduced the price of capital, while an 
elaborate system of labour laws has raised the real price of labour to 


employers, Similarly ... the capacity of agriculture to absorb additional 
numbers into employment has been held back by the failure to break up 
the large estates and to promote family farming. Lastly, and more contro- 
versially, it [the ILO Colombia Report] establishes a direct link between 
the employment problem and the highly unequal distribution of income that 
characterizes Colombia along with almost all other developing countries. 


And, on educated unemployment, after criticizing the ILO reports’ 
concept of ‘mismatch’ between school leavers’ job expectations 
generated by a traditional educational system and the job op- 
portunities generated by the labour market, Blaug argues that the 
real problem lies in the structure of wages in the economy: the 
wages of the educated are set too high by government bureaucracies 
(which, not being part of the profit maximizing, exchange economy, 
do not have to set wages equal to marginal product). A ‘distorted 
wage structure’ leads simultaneously to ‘overinvestment’ in educa- 
tion and the unemployment of the educated. 

Thus, distortions create unemployment. On that there is agree- 
ment. But there is apparently considerable disagreement in orthodox 
theory on the reasons for individuals investing in ways which may 
maintain or increase rather than reduce their chances to be un- 
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employed. On the one hand, the ILO reports indicate that there 
are institutions (State schools) which are distortions in themselves, 
producing a product which is not suitable as an input in a modern 
capitalist production process. On the other, Blaug argues that in- 
dividuals are not misguided in their investments (they are indeed 
maximizing expected wages), but that at the prevailing wages the 
system cannot employ all of those who wish to get the high-paying 
jobs. 

There are other reasons given for misinvestment: (a) inefficient 
information systems, so that students do not know which types of 
jobs are available and are likely to invest incorrectly in skills; and 
(b) disequilibria, or adjustments, in the economy caused by new 
kinds of technologies, which leave large groups of workers un- 
employed because they are not trained to do the new kind of work. 
Both of these allegedly put students in the position of incorrectly 
assessing the value of investments in certain skills. Once having 
made the investment, the student either finds himself without work, 
or, in the second case, finds work but a few years later is unemployed 
because the kind of jobs for which he is trained have become ob- 
solete.! 

Under this analysis of the causes of unemployment, and under 
the orthodox theory’s assumption of a continuous labour market, in- 
creased supplies of educated labour can and will be absorbed by 
the labour market if the wages of educated labour fall relative to 
the wages of less educated workers. Thus, one policy available to 
reduce educated unemployment is to reduce the wages of the 
educated, particularly in the high-wage public sector. Even if this 
does not increase employment, because of rigidities in the labour 
market, it is argued that the long-run effect of wage reductions will 
be to decrease the supply of educated labour, since the return to 
investing in education will decline.? Similarly, increasing the cost 
of schooling to the individual by making him or his family bear an 
increased proportion of the total cost of schooling will tend to reduce 


1. During the Industrial Revolution in England, for example, trades were dis- 
placed every decade and whole new classes of skilled workers, such as mechanics, 
came into great demand, only to later decline as a trade and be replaced by 
yet newer skilled workers (Thompson, 1963). 

2. This is apparently what happened in Turkey in the 1930s and 1940s as the 
government reduced the relative salaries of those with higher education (Ozelli 
1968). i 
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the supply of educated labour relative to the demand, decreasing 
educated unemployment. 

But what about the relation between increased education and 
overall unemployment? Does orthodox theory indicate any re- 
lationship between increasing the level of education in a labour 
force and employment? There is little to indicate a clear-cut policy 
recommendation from such theory. On the one hand, the educated 
seem to have a higher probability of full employment than the less 
educated, particularly when rural workers are excluded from the 
analysis. But this should not be taken to mean (although many 
planners have interpreted the data in this way) that increasing the 
average level of schooling will produce lower levels of unemploy- 
ment. As the number of more educated increases relative to the 
high-level jobs available, the value of higher education in terms of 
full employment will decline; orthodox theory would predict that 
result. Despite this decline in value, however, the theory also con- 
tends that increased investment in education increases the growth 
rate of the economy and hence the overall number of jobs available 
for everyone.’ This, combined with the alleged decrease in fertility 
as the average education of women rises, is the strongest’ single 
argument of the orthodox theory supporting increased overall em- 
ployment as a result of increasing the average education in the labour 
force. Ironically, in that argument the unemployment of the educated 
may increase while the overall unemployment rate declines. That 
depends largely on the pattern of investment in education: if the 
average level of schooling in the labour force is raised by heavy in- 
vestment in higher education relative to other levels, the orthodox 
analysis would predict that unemployment among the higher- 
educated is much more likely than if the average level of schooling 
is raised by relatively heavy investment in the primary and lower- 
secondary levels of schooling. 

All this seems to indicate a positive relationship between increased 
schooling and overall employment. However, increased schooling, 
according to orthodox theory, may produce an increase in employ- 
ment rates (through the growth and fertility effects) while increasing 
open unemployment: the increase of schooling in rural areas may 
increase migration from rural to urban areas (Todaro, in press), 
translating rural underemployment to urban open unemployment. 


1. See Carnoy 1977 and Hallak 1974 for a summary of these arguments. 
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Again, the solution given by orthodox theory to this problem resides 
in eliminating the ‘distortions’ which produce persistent urban-rural 
and public service wage differentials. By correcting exchange rates, 
reducing industry-protective tariffs, repealing union collective bar- 
gaining agreements, wage rates in urban areas should decline re- 
lative to those in agriculture, hence stemming the flow to the cities 
and reducing the open unemployment rate. 

Reviewing orthodox theory’s predictions and solutions, there is 
little doubt that there is some validity in the analysis. It is likely, 
for example, that increasing the number of graduates puts down- 
ward pressure on the wages of graduates and increases the proba- 
bility of their unemployment; reducing wages of the highly educated 
in the government sector, as Blaug suggests, would probably reduce 
some pressure on the universities and tend to reduce university 
graduate unemployment; providing better counselling in the schools 
probably would reduce the waiting period for finding jobs when 
students graduated; and reducing wages of labour would tend to 
increase employment. Reducing subsidies to capital (low interest 
rates, protective tariffs, pro-capital exchange rates) would also tend 
to slow down the adoption of capital-intensive technology and would 
increase the development of labour-intensive (and hence employ- 
ment-producing) technology (International Labour Office, 1971). 

Yet, while all this may be analytically correct and the policies 
suggested therefore helpful in reducing unemployment, there are 
two serious difficulties with the orthodox theory’s suggestions: first, 
it is questionable whether many of the proposed solutions, such as 
providing a better fit between curriculum and job opportunities, can 
do any more than reduce unemployment and educated unemploy- 
ment marginally even in the long run; to expend energy and re- 
Sources pursuing those types of solutions would probably be a 
frustrating course of action for planners. Second, and more im- 
portant, the whole concept of eliminating ‘distortions’ in the economy 
and the labour market as a basis for solving unemployment avoids 
the much more profound issue of why these so-called distortions 
exist. To argue, as do the ILO reports, that ‘a more equal distribu- 
tion of income would work to increase the level of employment by 
altering the pattern of consumption in a labour-using direction’ 
(Blaug, 1973, p. 6), or that changing the pattern of tariffs, exchange 
rates, as well as labour laws would increase employment, or that a 
policy of reducing the pay of university-educated government bu- 
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reaucrats would reduce the incentive to take university training, etc., 
does not deal with why these policies came about in the first place. 

Indeed, while the orthodox economics seems to avoid the political 
implications of ‘distortions’ it is really assuming a particular view 
of the rôle of the State in capitalist development: this view, developed 
by Schumpeter (1951), contends that the government bureaucracy 
acts almost entirely for its own (bureaucratic) ends, interfering with 
the efficient workings of a politically ‘neutral’ free enterprise system. 
Tariffs, exchange rates, labour laws, etc., emanate from a govern- 
ment bureaucracy intervening, as a bureaucracy, according to its 
autonomous interpretation of societal needs and according to what 
its leadership feels is necessary to survive politically. Thus, the cor- 
rection of distortions is in the hands of planners and enlightened 
politicians; or, in the most orthodox models, the removal of govern- 
ment from the marketplace. Distortions are therefore mistakes, 
which can be corrected if a clear-sighted government makes the 
decision to do so. Unemployment and educated unemployment are 
the result of these mistakes; hence, unemployment of any kind is 
regarded as an inefficiency due to inefficient government inter- 
ference in an otherwise efficient free enterprise economic system. 
Furthermore, the orthodox economics assumes that everyone has 
equal access to the distortion-causing State; the workers and capi- 
talists in capitalist economies are equal participants in the political 
and economic process. Hence the concept of the purely price origins 
of technological change and of unemployment, and the crucial 
assumption that the price of capital and labour will 
neutral. ‘equilibrium’ price based on an ob 
productivity’ of inputs, 


be equal to some 


jectively set ‘marginal 
based on the prices of goods. 


Dualistic theories of labour markets 


One of the early challenges to the neo-classical view of the devel- 
opment problem was the concept of economic dualism (Boeke, 1953; 
Higgins, 1959; Myint, 1964). Dualism suggested that there were 
barriers to development which caused non-linearities. Parts of eco- 
nomies were developed and other parts were not, and this was not 
simply the result of a presence of resources in one sector and their 
poe in the other. Rather, the nature of the labour force or of 
the organizers of production in one sector was inherently different 
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than in the other: this made the transformation of the backward 
sector much more difficult than implied by neo-classical theory. 

The origin of dualism was initially viewed as cultural: in the 
‘modern’, or European-dominated, sectors of production, workers 
responded to wage incentives as in industrialized countries, and 
labour markets operated similarly to European labour markets. But 
in the ‘traditional’ sectors, individuals were not infused with the 
capitalist ethics of accumulation and competition and thus would 
only work enough to meet minimum economic needs. Higher wages 
in the traditional sector led, according to this theory, to less work by 
the natives. Underemployment in rural areas was the result of in- 
dividuals not wanting to work harder because they had essentially 
all they needed within their cultural pattern of life. In this sense, 
Open unemployment was the invention of the modern, capitalist 
sectors, since traditional rural communities share available work 
and take care of those who are not able to work. 

But it is in the technical version of the dual economy that we find 
the causes of unemployment and urban-rural wage differentials dis- 
cussed in most detail. The modern sector, in that version, pays re- 
latively high wages and uses modern technology. However, the 
modern sector employs only a small fraction of the labour force. 
The mass of labour is in the agricultural sector or in the production 
of low-priced services, where wages are near subsistence and tech- 
nology is primitive and labour-intensive. The essence of techno- 
logical dualism lies, therefore, in the technology used in the two 
Sectors: capital-intensive (imported from Europe) in the modern, 
employing few workers relative to the capital invested, and labour- 
intensive technology in the traditional sector. Access to the modern 
sector for traditional labour is limited: increased investment in the 
modern sector generates very little new employment. At the same 
time, savings and investment are hampered in the traditional sector 
because of the subsistence level of labour in that sector and the 
Malthusian behaviour of population growth. 

Technological dualism has led indirectly to a ‘job competition’ 
model of the labour market (Thurow and Lucas, 1972), According 
to that model, ‘productivity’ is an attribute of jobs, not people. Jobs 
in which the worker works with a lot of modern capital equipment 
are high productivity jobs, and workers queue up for such jobs. 
Once a worker is hired, the cognitive skills necessary to raise his 
productivity up to the productivity of the job are learned through 
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formal and informal training programmes. The chief criterion which 
employers use in selecting workers for jobs is ‘trainability’. Those* 
workers who possess background characteristics, such as race, sex, 
education, age, psychological tests and previous experience, which 
employers feel reduce training costs go to the head of the queue 
and receive the ‘best’ jobs. 

Technological dualism and the job competition model argue that 
wages are not a function of the supply of labour; the existence of the 
queue does not cause wages to fall, since wages are a function of 
jobs not people and the nature of a job is a function of the technol- 
ogy associated with it. Unemployment is also a function of invest- 
ment in physical capital and the capital-intensivity of that capital. 
Thus, underemployment and unemployment depends on the capacity 
of the modern sector to absorb labour into full-time, modern jobs. 

In this model, education plays an ambiguous rôle. On the one 
hand, educated labour is more ‘trainable’ and therefore is higher 
up in the queue to get the full-time, permanent jobs associated with 
the modern, capital-intensive sector. On the other hand, increasing 
the average level of schooling has little effect on the number of 
these jobs available or the productivity of workers in modern jobs, 
since employment in the modern sector depends largely on capital 
investment and technology (much of which comes from abroad), 
not on the education of workers employed, and productivity is a 
function of the job, not of the characteristics of workers. Hence, 
education has distributional consequences (who will be employed 
and unemployed) but does not increase growth (except, perhaps, by 
lowering the costs of training) or increase employment possibilities 
in the modern sector. Those variables are determined externally to 
education, usually by foreign technology and foreign investment. 

Furthermore, in the job competition model, increases in the 
quantity of workers with schooling do not affect the wage levels 
of educated labour. In the orthodox model, inflexible wages and, 
indeed, unemployment (the failure of the market to lower wages 
and clear the market for labour) must be explained by govern- 
ment interference through minimum-wage laws and the recognition 
of unions as having collective bargaining rights. This is regarded 
as an external distortion in the workings of the labour market. 
But the job competition model views inflexible wages as a function 
of the way capitalists run labour markets : by identifying certain 
Wages with certain technology or job characteristics, the em- 
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ployer is relatively fixed in what he is willing to pay to get certain 
work done and the number of workers he is willing to employ. 
The technology chosen to produce a particular product, in turn, 
is determined primarily by the technology used to produce the 
product in the highly industrialized countries, since this is the 
technology with which the capitalist and his technicians are fam- 
iliar. Therefore, unemployment is a function of capitalist decisions, 
not the decisions of a labour-influenced goverment, and changing 
the skill characteristics of the labour force will do little to change 
the wage structure or the number of people employed in the 
modern sector. 

The existence of a large bureaucracy alongside a relatively 
small modern capitalist sector in most low-income countries—a 
bureaucracy that employs a high fraction of the educated labour 
force—complicates the duality/job competition model: how is 
the wage structure in the bureaucracy determined? Is there an 
imported ‘technology’ of bureaucracy which prevents wages in 
the public sector from falling? In some sense, it can be argued 
that the wage structure in, and the ‘technology’ of, the public 
bureaucracy of many countries was inherited from colonial pre- 
decessors, and so constitutes an imported modern-type sector. 
Changing this wage structure would probably require a whole 
new set of hierarchies in the bureaucracy. And to some extent 
Wages in the public sector may be closely pegged to wage struc- 
tures in the modern private sector, which, in turn, according 
to this model, are determined by imported technology. Thus, 
while Blaug may be correct in suggesting that public sector wage 
Structures are largely to blame for an ‘oversupply’ of educated 
labour, such wage structures may not be independent of a partic- 
ular organization of production of goods and services; to re- 
commend changing public sector wage differentials may imply a 
change in the technology employed in producing both govern- 
ment services and industrial goods. 


Radical theories of production and labour market 
segmentation 


Unlike orthodox theory and theories of economic dualism, radical 
economic theories assume that the basic social relation of produc- 
tion under capitalism is neither the price mechanism nor technol- 
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g 
ogy, but is the relation of capitalist to labourer, which under mod- 
ern conditions is embodied in the relation of labour to manage- 
ment. While it is in the interest of management to represent this 
relationship as co-operative in order to convince labour to behave 
in accordance with management objectives, according to radical 
theory the labour/management relation is essentially antagonistic 
and is rooted in the inherent conflict of the capitalist and working 
classes over the production surplus. 

In contrast to orthodox models, then, radical theories are ex- 
plicitly historical and focus on the historical nature of the struggle 
between workers and owners and managers of capital. In addition, 
when the owners and managers of capital are not only nationals 
but foreigners, the theory includes the historical struggle between 
foreign capital (supported by various military organizations) and 
workers and peasants. Thus, development is a non-linear (dialec- 
tical) historical process rooted in class conflict which attempts to 
change the nature of economic and social institutions that favour 
one class over another. 

The model of labour market segmentation which is derived 
from the radical theory is a model of systemic forces which restrict 
the options available to different groups in the labour force. The 
primary unit of analysis is no longer the individual and his free 
choices, but rather groups or classes who face objectively different 
labour market situations that systematically condition their ‘tastes’, 
and restrict their range of effective choices. The behaviour of these 
groups or classes then conditions the subsequent development of 
technology and job structures. The orthodox models specify in- 
stitutional parameters and then analyse the equilibrium that results 
from the choices of income-maximizing individuals within those 
parameters. The segmentation theories attempt to explain the de- 
velopment of the institutions themselves as the result of inter- 
actions of groups or classes of individuals with objectively different 
interests; interests determined by the prior development of the 
institutions. 

Labour market segmentation theory therefore attempts to refute 
orthodox theory’s assumptions that profit-maximizing employers 
evaluate workers in terms of their individual characteristics and 
that all workers have a wide range of options among jobs and 
among different forms of training. The theory of labour market 
segmentation claims instead that the labour market is fragmented 
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into persisting groups, identifiable by rather permanent group 
characteristics. Those who fall into one or another of these groups 
have different patterns of work life that emerge not from individual 
choice or individualized employer evaluation but largely from the 
structure of the labour market for particular sets of jobs. 

If the labour market is characterized by segments, and each 
segment, in turn, is rewarded differentially (both in wages and em- 
ployment security) not so much because of ‘marginal productivity’ 
differences but more for political and social reasons, employment 
patterns will not be affected primarily by changes in the structure of 
the economy (the growth of the modern sector relative to the 
traditional sector, for example), nor by changes in the distribution 
and level of education and other personal characteristics, except 
as those changes affect the political power of the various segments, 
Particularly the ability of workers in each segment to increase 
their employment security over lifetime relative to workers in 
other segments. Employment-unemployment-underemployment in 
the radical theory, therefore, is not primarily a technological prob- 
lem (economic growth) nor a problem of the human capital char- 
acteristics of workers, even though these are important variables, 
but primarily a political issue dependent on the political power 
of workers’ organizations relative to capitalists and managers. The 
labour market segmentation model argues that a full-employment 
Policy would require all labour gaining political power at the 
expense of owners of capital in order to change hiring practices 
and the hiring/firing prerogatives of management, as well as the 
Kinds of technology that are adopted to produce goods. Indeed, 
the historical analysis of the segmentation theories contends that 
segmentation was the result of increasingly dividing up the labour 
force (separating one group from another) so that workers would 
Compete against each other for employment security and a share 
of the wage bill instead of joining together with other workers in 
Other segments to achieve a full-employment policy and to increase 
the size of the wage bill relative to the returns to capital.1 

Segmentation theory also disagrees implicitly with the job com- 


1. Perhaps the best recent example of such a process being overcome by organized 
labour is in Sweden, where organized labour does control the legislature and 
is steadily encroaching on management prerogatives with respect to employ- 
ment decisions. Sweden has also had one of the lowest rates of unemployment 
among industrialized capitalist countries. 
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petition model on the issue of the supply of labour affecting the 
level of wages and productivity. According to the radical analysis, 
it is through the existence of a reserve army of the unemployed 
(a queue) that workers’ wage demands are kept low and that 
productivity is increased. So it is in the interest of capitalists and 
managers to have unemployment in the economy at all levels of 
skills in order to control workers’ demands and in order to play 
different groups of workers off against each other for employment 
security and a share of the wage bill. Educated unemployment in 
this model is an extension to a growing white-collar portion of 
labour of methods used by employers to keep a cheap unskilled 
labour force under control. As soon as white-collar workers and 
technicians begin to feel that they can exact different working 
conditions from the capitalist/managerial class than those under 
which factory and unskilled workers function, the number of grad- 
uates trained to do white-collar work is greatly expanded relative 
to the number of jobs available. Technicians and potential bur- 
eaucrats are no longer assured of white-collar work, nor of any 
job security at all. Under those circumstances, we should expect 
that the demands of that group of workers and their political 
power should decline (Braverman, 1975, Chapter 15). 

Without going into the detail of labour market segmentation 
models, which we have outlined elsewhere (Carter and Carnoy, 
1974), we can summarize a few of the models’ main points. First, 
all the variants of segmentation hypothesize and try to establish 
that there are several types of jobs in the labour market each with 
distinct criteria for hiring and advancement, supervisory proce- 
dures, working conditions and wage levels, and each with gener- 
ally different groups who fill the jobs. The distinct segments have 
been referred to as the ‘primary independent’ segment, which in- 
cludes jobs requiring creative, self-initiating action on the part 
of the workers; the ‘primary subordinate’ segment, which includes 
jobs requiring conformity to externally imposed norms (in con- 
trast to internalization of norms required by primary independent 
jobs), and the ‘secondary’ segment, which comprises jobs requiring 
the least on-the-job training, the minimum of skills, and response 
to simple, direct orders. 

The major theoretical explanation of segmentation is what we 
term the ‘social control’ variant. The most explicit formulation 
of this theory is provided by Gordon, Reich and Edwards (1973) 
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and Edwards, Reich and Gordon (1975). The differences between 
their view of segmentation and Piore’s (1973) derive largely from 
their rejection of his assumption that ‘productivity’ is basically a 
technical relation determined by the amount and types of machines 
available. For Gordon, Reich and Edwards ‘productivity’ is rooted 
primarily in social relations, not in a technological relation. In 
fact, the development of technology itself is constrained by the 
need to reproduce the existing social relations of production. Those 
whose incomes and status depend on maintaining their control over 
the production process are interested only in technological changes 
that will tighten their control over production. 

In the radical version of the labour market segmentation model, 
then, the productivity-earnings identity is largely abandoned, al- 
though in the secondary labour market, wages are seen as much 
more tied to the supply and demand for labour than in the primary 
market. The structure of wages in this theory is explained by 
different factors depending on what version of the theory is used. 
But in all versions, the structure of wages is influenced and 
dominated primarily by variables exogenous to individual pro- 
ductivity: sexism, racism, custom, ‘divide and conquer methods 
of employers’ production organization, monopoly power, the na- 
ture of firms’ markets for goods, bureaucracy, status considerations, 
maintenance of class structure in the face of ‘meritocratic’ rules, 
are all non-productivity, non-human capital factors affecting the 
Wage structure, both between segments of the labour market and 
within segments. ‘ 

The issue of employment structure in labour market segmenta- 
tion theory, therefore, moves out of the realm of analysing factors 
that affect productivity to analysing the institutional structure of 
Wages and employment themselves and the social-political-econ- 
omic forces influencing changes in the structure. The theory im- 
Plies that employment structure is not determined by, nor even 
Necessarily tied to the distribution of productivity. The correlation 
of education and experience with employment therefore does not 
establish that more education and more experience contributes to 
higher productivity and employment probability; hence, the con- 
Nexion between these worker characteristics and employment is 
Not primarily economic (in the sense of increasing production) 
but tends to be largely socio-institutional. 

Segmentation theory goes further to assert that in parts of the 
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labour market, such as the secondary, the nature of the market is 
such that unemployment is higher than the primary subordinate 
and primary independent segments (Harrison, 1972); in other 
words, both employers and employees expect frequent lay-offs 
and insecure jobs, and production is organized by employers 
with this ‘flexibility’ in mind. Once such patterns are institution- 
alized, workers begin to accept periodic unemployment as a way 
of life and this, too, reduces their political demands on the sys- 
tem. In addition, the relationship of education and experience to 
employment (weeks worked per year and hours worked per week) 
may be less important in the secondary than in the primary labour 
market, where education and experience may determine access to 
full-time jobs. 

The implications of the radical analysis for employment policy, 

then, are directly opposed to the orthodox theory on a number 
of points: 
1. While orthodox theory proposes that unemployment of unskill- 
ed labour is the result of schooling and training deficiencies 
(insufficient preparation to be hired), the segmentation model 
argues that unskilled unemployment is more likely the result of 
the nature of the jobs held by the unskilled: such jobs have 
inherently unstable employment to suit the needs of capitalists / 
managers. Thus, increasing the education and training of those 
who work in this ‘secondary’ labour market will not increase 
the probability of employment of the unskilled. 

. The existence of a large pool of unemployed unskilled labour 
through rural-urban migration and urban marginality, according 
to the segmentation model, is not the result of distortions in 
the free market system, but the result of State policies consistent 
with capitalist pressure to keep wages low. Thus, any attempt 
to move to a full employment policy except by reducing wages 
of secondary and primary subordinate workers drastically would 
meet the opposition of industrial capital. 

- Even if wages were so lowered, radical labour market theory 
contends that full employment may not be achieved: technology 
in the leading modern sector imported from the already in- 
dustrial countries is biased against labour; indeed, capitalists 
prefer technology that reduces their labour needs, since labour 
is a constant source of class conflict and is inherently antag- 
onistic to the capitalist project. So, even if wages are very low, 
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investors may prefer technology that employs fewer and fewer 

workers for each marginal dollar invested. 
Thus, employment policy in the segmentation model focuses on 
the nature of labour markets rather than on the characteristics of 
workers in those markets. If the educated are becoming unemploy- 
ed, for example, segmentation theory would concentrate on anal- 
ysing the changing nature of the jobs held by secondary and uni- 
versity graduates rather than the nature of their education or the 
‘mismatch’ of education and jobs. If unemployment rates are higher 
among the less educated than the more educated, segmentation 
analysis would examine differences in the employment charac- 
teristics of jobs held rather than the characteristics of workers in 
those jobs. A full employment policy for any one of these groups 
would have to deal with altering the employment characteristics of 
the jobs in each segment characterized by high unemployment. 

From the standpoint of radical theory, this implies focusing on 
State incomes and employment policies (either direct or indirect) 
over time, not—as orthodox theory would argue—because the 
State is interfering with the smooth operation of the free enterprise 
system, but because the State is a powerful force in aiding capital- 
ists to maintain profits in the face of labour unrest and labour 
demands for a higher proportion of the surplus. At the same time, 
the State apparatus is the principal arena of political conflict between 
the working and peasant classes and the industrial bourgeoisic/ 


managers, commercial bourgeoisie, and large landowners (in many 


countries the industrial and commercial bourgeoisie have become 


the most important holders of agricultural land). It is through the 
State apparatus, then, that political power over earnings and em- 
ployment security by workers in various segments of the labour 
market and by labour as a whole is exhibited. Intervention by the 
State through such direct or indirect policies, it is argued, can 
change (and has changed) wages and employment conditions of 
different groups much more rapidly and more significantly than 
changes in the personal traits of workers. 

And we must not necessarily consider that the job structure is 
fixed by the kind of outputs produced, especially if we adopt the 
Gordon-Reich-Edwards version of segmentation theory; in that ver- 
sion, profit maximization by capitalists, not efficiency of production, 
determines the organization of production, the division of labour, 
and the employment/underemployment/unemployment structure. 
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Thus, characeristics of jobs and the kind of people who end up 
doing them are essentially inseparable. The employment charac- 
teristics of jobs and the schooling of people in different jobs, ac- 
cording to GRE, are much more variable than the human capital 
model (and employers) would have us believe. 

Yet, changes in the pattern of investment in and organization of 
schooling and training can be correlated with changes in employ- 
ment patterns and the degree of unemployment/underemployment 
if the forces which change both schooling and employment change 
them in the same way in the same period. We can imagine that 
a ‘progressive’ government would alter the pattern of expenditures 
on schooling while pursuing a full employment policy. 

Now, none of the discussion in this section has touched on the 
capability of schooling in an unchanged job/employment structure 
to alter who gets stable employment jobs and who gets unstable 
employment jobs. The GRE version of segmentation theory is aclass- 
based theory which talks not only about the employment charac- 


teristics of jobs but about which groups in the society tend to get 
which jobs. It is possible, 
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II. An interpretation of the employment problem in 
non-industrial countries 


Having explored the assumptions of different views of development 
and labour markets, we can now move on to indicate our ‘pre- 
ferred’ interpretation of the employment problem and the rôle 
of education in that problem in non-industrialized capitalist coun- 
tries. We also discuss in this chapter the problems of unemploy- 
ment in socialist countries. In the next chapter we will analyse 
possible alternative solutions to unemployment in capitalist econ- 
omies within the context of our model. 


The nature of capitalist development in low-income 
countries 


Most low-income countries (LICs) of the world produce goods 
with a capitalist organization of production; a major thrust of our 
discussion will be that while it is possible to increase material 
output rapidly under capitalism, much of the development problem 
defined in broader terms—what is produced, who gets to produce 
the output, and who gets to consume the output—arises from the 
way capitalism produces this increased output. The characteristics 
of capitalist development in low-income countries vary in detail 
from country to country, but we can generalize several main 
features which help us understand the roots of the problem. 

First, capitalist development is based on the private ownership 
of property, including the means of production, and the right of 
the individual to the protection of that property against infringe- 
ment by other individuals. In theory, anybody in the capitalist 
economy can own capital and use it for production; but in prac- 
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tice, the distribution of capital for production is highly concen- 
trated. A relatively small number of individuals in a capitalist 
economy make decisions about what kinds of things should be 
produced and how they should be produced. Furthermore, since 
owners of capital are primarily interested in maximization of re- 
turns to that capital, they are likely to use all means at their 
disposal, including, if possible, the State apparatus, both to increase 
returns to their capital and to ensure that they maintain control over 
the means of production. 

Second, under these conditions, it is not surprising that technol- 
ogy developed by capitalists is oriented to lowering labour costs, 
both through controlling worker organizations and through elim- 
inating as much as possible of the skilled-worker component of 
any production process (Braverman, 1975). In the low-income 
countries technology used in the production of manufactured goods 
is usually imported from abroad, thus reproducing the conditions 
of production in the high-income countries. The usual argument 
by economists has been that this misallocates resources, since 
importing technology from high-income countries results in a pro- 
duction process based on the relative wage rates of labour in 
those countries rather than the lower wages prevalent in the LICs. 
However, if we consider that this technology was developed in 
the high-income countries primarily to solve labour problems in 
production which had little to do with overall wage levels, and 
that the labour problem in low-income countries for manufacturing 
industries is very similar to that in high-income countries—the 
elimination of the skilled work component and the control of 
Management over labour—the importation of technology from 
abroad by the domestic bourgeoisie does not result in the misal- 
location of resources in terms of its class interests, since this im- 
ported technology has been proved effective in achieving those 
two Main goals. In any case, the importation of technology does 
duplicate the production Process of the high-income countries in 


the ‘modern’ Sector and only gradually penetrates agricultural and 
marginal production. 


Third, work is therefore organized in low- 
tries as an extension of high 
tions, including all the elemen 
high-income countries, plus 
in foreign Corporations to ma; 
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corporation, not necessarily the welfare of the branch in the low- 
income country. These management decisions of foreign corpora- 
tions include the possibility of lowering the growth rate of the 
low-income country branch (Chase-Dunn, 1975), the extraction of 
valuable resources at lower prices to use in the high-income country, 
the retention of control over major marketing and financial deci- 
sions, etc. (Barnet and Muller, 1975). Although the multinational 
corporations are an important facet of understanding production 
and distribution in low-income countries, it is also important to 
understand that the organization of work in many other economic 
institutions is also an extension of high-income country needs. 
For example, the primary export sector involves a significant frac- 
tion of LIC agricultural labour in the production of goods for 
consumption in the already industrialized countries. The wages of 
labour in the primary export sector and the organization of work 
for producing these goods are heavily influenced by prices in the 
international economy and the types of primary goods that are 
demanded in the industrialized countries. 

Fourth, the apparent dichotomy in the technology and division 
of labour between the ‘traditional’ sector and the ‘modern’ sector 
can be understood by analysing the rôle that each sector plays in 
the development process of low-income capitalist countries. Where 
it exists, the dynamic modern sector reflects a priority emphasis by 
the capitalist State on the production of goods for consumption 
abroad and by high-income groups and dynamic industries (capital 
goods) at home above the human needs of the mass of people in 
the country itself. In other words, the dynamic sectors in low- 
income capitalist countries are the export and capital goods sectors, 
and it is these sectors that the modernizing capitalist State diverts 
surplus to, that financial institutions cater for, and that the State 
supports with various indirect subsidies. On the other hand, the 
‘traditional’ sector produces “wage goods’—goods that are con- 
sumed by domestic wage earners. These include lower quality 
textiles, cheap household goods, and much of the staple foods 


consumed in rural and urban areas. 


1. Slavery was probably not a capitalist mode of production, but was intimately 
associated with the needs of capitalist production in Europe and the United 
States—therefore, it has been argued that slavery was an extension of capitalist 
production to the particular conditions of plantation agriculture (Genovese, 


1965). 
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We further observe that the modern sector is characterized by 
monopoly production—a few large firms producing a high percent- 
age of output and employing a high percentage of labour in the 
industrial sector—while the traditional sector is characterized by 
highly competitive conditions—many small firms competing in the 
market for their goods. Thus, one set of capitalists—both foreign 
and domestic—in the low-income countries is rapidly expanding 
production of goods produced under monopoly capitalist conditions 
in domestic markets while perhaps competing for export markets 
abroad in more competitive conditions. Another set of ‘stagnating 
capitalists’ (not including subsistence farmers who cater to their 
own needs) cater solely to the needs of consumers in the low- 


income country itself and operate in that market under competitive 
conditions. 


Both sectors, however, while differing in type of capitalist or- 
ganization in production (monopoly corporate versus competitive), 
produce goods to maximize profits, and distribute goods to those 
who can pay the highest prices, not those who need the goods. 
Furthermore, in each sector, goods are produced in a way that 
maximizes profits: if this means holding wages down, so be it; if 
this means increasing unemployment, so be it; if this means in- 
creasing control over the work process by the capitalists/managers, 
so be it; if this means impairing the health and safety of the 
workers, so be it. 

Fifth, in practice, this results in a duality in the producing sec- 
tors, with higher wages, ‘modern’ technology, and a complex division 
of labour, including labour market segmentation, in that part of 
the manufacturing sector which produces higher-income goods and 
goods necessary for consumption abroad, durable capital goods for 
manufacturing, and high-income country type services, and lower 
wages and a less extensive division of labour in the traditional 
Sector. Since the modern sector is using production methods imported 
directly from the high-income countries and it is attempting to 
maximize profits, it does not have as its primary goal the absorp- 


Without going into detail on these differences, we can mention that monopoly 
corporations face much more stable markets than competitive firms, and there- 
fore may attem 


anes pt to stabilize their labour force and their markets through @ 
ost oj 


control mechanisms and management hierarchy which competitive 
firms cannot afford (Gordon, Reich and Edwards, 1973). 
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tion of labour from the subsistence agricultural and traditional 
urban sectors of production. At the same time, the ‘modern’ sector 
depends for its continued growth on investment funds and surplus 
produced by the traditional sectors, including export agriculture. 
So, on the one hand, the modern sector drains economic surplus 
from the traditional sector, creating difficulties for labour to gain 
a living in that sector while at the same time continuously intro- 
ducing technology and management practices which reduce the 
amount of labour necessary for increments of physical capital. This 
puts pressure on labour to leave the traditional sector, which it 
does in large numbers, but creates conditions in the modern sector 
that ensure that this labour will not be absorbed. 

As a result we observe in the low-income, industrializing capital- 
ist countries the universal phenomenon of increasing unemployment 
and the growth of large urban ‘marginal’ populations engaged in 
hustling meagre incomes in ‘traditional’ urban industries or in ser- 
vices at the fringe of the modern manufacturing and service sector. 
We also observe increasing inequality of income distribution as the 
low-income capitalist countries industrialize. A large part of this 
increasing inequality of income distribution, of course, is due to 
the increased unemployment and the widening differences between 
Wages in the modern sector and wages in the traditional sector, 
particularly because of the creation of a managerial, paramanager- 
ial, and professional class of people who are involved in controlling 
production, distribution, and labour problems in the large corpora- 
tions in the ‘modern’ sector and in the State bureaucracy largely at 


the service of that sector. k ‘ 
Finally, there is no doubt that it is possible to increase gross 


national product (GNP) per capita at a rapid rate with this kind 
of development. However, it should be clear that the participation 
of the population in this increase of GNP is limited to a minority 
who happen to get into that economic sector which is doing the 
growing and willing to pay high wages to people to play a control- 
ling function over its workers and to those who get into the State 
bureaucracy and are paid to aid and abet the dynamic sectors. 
There is already much evidence (Adelman and Morris, 1973; 
Barkin, 1971; Langoni, 1973) that shows the increasing inequality 
of incomes in the low-income economies as they industrialize and 
‘modernize’. There is also evidence (discussed in Section I) that 
unemployment is increasing during this growth process. Thus, 
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while admitting that capitalist development produces a larger pie, 
we must recognize that a great majority of people in the low-income 
capitalist countries have not participated in the growth process 
and will not participate for many, many years to come, if at all. 
Indeed, as we have argued, if the modern sector depends for its 
investment funds on the economic surplus generated by the tradi- 
tional sector as well as on foreign investment, there is no reason 
to expect this development process will be able to solve the income 
distribution and employment problems it generates. 

This model also contends that unemployment is not a distortion 
in capitalist development—the result of interference external to the 
market mechanism—but is part and parcel of capitalist develop- 
ment in low-income countries (to a large extent it characterizes 
high-income capitalist countries as well). We argue that it is capital- 
ists and a State which largely supports capitalists’ needs which 
create the conditions for unemployment by the choices which they 
make in regard to the goods they produce and the technology they 
utilize. Both these choices have been made historically, we contend, 


not on the grounds of efficiency (maximizing production), but on - 


the grounds of profit maximization, which is based not only on 
the value of production, but on the distribution of production sur- 
plus between capital and labour. Thus, unemployment is due, 
principally, to investment and production decisions biased against 


incorporating the maximum amount of labour into full-time, reason- 
ably paying work.! 


Education for development 


We have gone into this rather long description of the characteris- 
tics of low-income economies’ capitalist development because it is 
essential to understand that development in order to comprehend 
the nature of educational systems and educational change in LICs. 
What kind of educational system would we expect the State to pro- 


i; For example, while public investment in agricultural production might have 
important implications for reducing unemployment and the flow of rural 
workers to urban areas, as well as increasing the food supply, that public 
investment decision would reduce urban industrialists’ profit rates, because of 
both the increased cost of unskilled labour in urban areas and the reduction 
of urban public infrastructure investment subsidizing industrial growth. 
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vide in this kind of ‘development’ situation? Would we expect all 
individuals to receive education which helps them participate in 
the economic growth process and in decision-making for produc- 
tion? Or would we rather expect that children would be educated 
by the institution of formal schooling to fit into capitalist labour 
needs (which include some highly paid workers as well as large 
numbers of unemployed) and to believe in an ideology which 
justifies the inequity of the capitalist system of production? How 
would the educational system distribute education in a society 
where the fruits of production and access to jobs are inequitably 
distributed? 

To answer these questions, we must first clarify that the spread 
of Western schooling to the Third World was carried out in the 
context of imperialism and colonialism (and the spread of mer- 
Cantilism and capitalism) and it cannot in its present form and 
Purpose be separated from. that context. Thus, although schooling 
that originated in the metropole promoted ‘change from one hier- 
archy to another—from the traditional hierarchy of the colonized 
culture to some form of the hierarchy of European mercantilism 
or capitalism—this change was carefully defined. The structure of 
schools, since it came from the metropole, was based in large part 
on the needs of metropole investors, traders and culture. In this 
colonial context, Western schools in India and Africa, for example, 
helped develop indigenous élites which came to serve as middle 
level administrators and as intermediaries between metropole mer- 
chants and plantation labour and small farmers producing agricul- 
tural goods for export; thus, educated Indians and Africans con- 
Sciously and unconsciously, because they were part of an economic 
System which maximized returns to metropole capitalists, acted to 
incorporate indigenous peoples into the production of goods ne- 
Cessary for metropole markets; they helped change social struc- 
tures to fit in with European concepts of work and interpersonal 
relationships (for detailed examples, see Carnoy, 1974). 

The explicit and implicit purpose of Western schooling, then, 
as it was instituted around the world by missionaries (British 
Africa), foreign administrators (French Africa, British India), and 
local governments dependent on foreign investment, trade and 
military support (Latin America), was to make people useful in 
the new hierarchy, not to help to develop societal relationships 
that carried them beyond that social structure to others. So school- 
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ing in low-income countries did not help people reach stages beyond 
this capitalist/foreign or other class-controlled hierarchy, but tried 
to fit people to the needs of that hierarchy whether it benefited 
them or not. Although the model in the new States has shifted 
from one which characterized India and Africa in the beginning 
of the century to one associated more with Latin America, this 
function of schooling as described continues in low-income coun- 
tries to this day. We define this as the colonizing aspect of school- 
ing. Transformation from traditional to capitalist hierarchies oc- 
curs, at least in certain sectors, but the tools of change are not 
taught in the schools. Schooling is a colonial institution whose 
employees, through their rôle in the system, end up trying (although 
not always successfully—see below) to make children fit certain 
moulds, to shape them to perform predetermined rôles and tasks 
based on their social class. Neither children nor adults (including 
teachers) are brought to understand their relationship to institutions 
(including the school) and how they can change those institutions to 
suit their needs. The structure and content of learning are set by a 
State bureaucracy representing certain class interests, and these 
interests are served by the schools. The introduction of school itself 
constitutes a type of change, but in that introduction, the schools 
are organized to bring children to a certain level of social con- 
sciousness and no further. 

The State in the low-income capitalist economy is crucial to our 
understanding of the rôle of the schools in the ‘development’ proc- 
ess. The State in today’s Third World usually acts to ‘guide’ de- 
velopment along a certain path; in these low-income economies, it 
serves as an intermediary between foreign investors, foreign gov- 
ernments, the domestic bourgeoisie, the landed aristocracy, and 
peripheral classes in the low-income society. The State therefore 
presents an ideology of development through the school system and 
other institutions that reflects the dominance of certain groups in 
the society who manage to control the State apparatus over certain 
periods of time. Most low-income Third World governments who 
support the type of capitalist development described above push an 
ideology which is not only conditioned by the needs of the local 
bourgeoisie and traditional oligarchic elements in their society, 
See aA Which satisfies the ideological needs of foreign in- 
particulas Tite governments who exert a strong influence in that 

y. Thus, if the domestic bourgeoisie and perhaps 
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the domestic government bureaucracy are dependent for their con- 
tinued economic success on industrial country aid and foreign 
investment, they are likely to condition their own needs to the 
needs of those foreign powers. The school system reflects this con- 
ditioned approach to development, not only in socializing children 
to fit into various pieces of a class-based hierarchy that has been 
Structured to produce goods under this conditioned development 
Process—through both the amount and kind of schooling children 
get—but in attempting to nurture in children cultural forms that are 
also conditioned by the intermediary réle of the State. For example, 
the use of French or English in many African and Asian countries 
as the dominant language fits this cultural mode. As Frantz Fanon 
and Albert Memmi have described in detail (Fanon, 1968; Memmi, 
1965), teaching in a foreign language alters children’s personality 
—it creates a split identification in children which causes them 
difficulty in identifying with either the culture to which they belong 


or the culture to which they aspire. On the one hand, they consider 


the traditional culture as inferior, and on the other, they cannot be 
h is presented to them as 


full members of the foreign culture whic t ; 
desirable and superior. Thus, the State, in serving foreign capital 
and domestic intermediaries (either capitalistic or bureaucratic), 
creates conditions through the schools for personal development 
that both alienates and makes difficult the attainment of human 
needs within the society based on its own resources and capacity. 
_ The State’s provision of formal schooling is therefore organized 
in large part or entirely to supply the needs of the group (or groups) 
that dominate the State apparatus. In the case of Jow-income 
capitalist countries where a domestic ‘modern’ bourgeoisie controls 
Or influences State power, We observe that State is used as a support 
Mechanism for the labour needs and ideological position of that 
bourgeoisie in its interpretation of the optimum way to develop- 
Ment. As we have discussed, that position is essentially to bring 
their domestic economy into the ‘modern’ world through importing 
technology, fostering the production of goods for consumption by 
foreigners and a small group of people in their own country, and 
rationalizing other domestic institutions, including the State bureau- 
Cracy and the schools, to fit in with the modern production sectors. 

We have argued that this modernization process produces a 
duality even in the industrial sector. The labour needs are very 
different for the modern industrializing sector and for the traditional 
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sectors of the economy, probably not so much because of the differ- 
ent kinds of technology used in the two sectors, but because of 
the hierarchies developed in the modern versus the traditional 
production unit (Stone, 1974). Further, the traditional sectors are 
being drained of surplus in order to finance the growth of the 
modern sector, which makes the value of additional schooling in 
the traditional sector much less than in that high growth part of 
the economy. 

It is not unusual, under these conditions, that rural schooling has 
low priority for the urban capitalists and technocrat/managers who 
dominate low-income industrializing, ‘modernizing’ economies. Yet 
the same capitalists and managers are concerned about producing 
a large reserve army of skilled and semi-skilled workers in urban 
areas who put downward pressure on skilled workers’ wages, making 
industrial expansion and capital accumulation (profits) more rapid. 
They may also be concerned with socializing children from mar- 
ginal populations to accept the fate in store for them at the bottom 
of the urban class structure. The modernizing State may therefore 
expand mass urban primary and even secondary schooling both to 
produce a large reserve of schooled labour and to help legitimize 
the inequalities in the development process (Carnoy, 1974). 

We observe, then, the educational systems in low-income in- 
dustrializing capitalist countries are characterized by an enormous 
disparity between rural and urban educational systems, even at the 
primary level. Rural schools are ill-equipped; in many places several 
grades are taught in one-room schools and usually, owing to in- 
sufficiency of classrooms, lack of motivation, rural students complete 
a maximum of a few years of school. Furthermore, the curriculum 
for rural schools is an urban curriculum, developed in urban areas 
and even in the capitals of foreign, already industrialized countries. 
In urban areas, the quality and quantity of public schooling varies 
greatly between the different social classes in urban areas. In many 
‘modernizing’ countries a significant fraction of the secondary 
schooling available is private, producing effective ‘screening’ mech- 
anisms to exclude children from poorer families from the free uni- 
versity education provided by the State. Those children from work- 
ing-class families who reach secondary school are usually channelled 
into vocational training rather than the academic preparation 
necessary to qualify for university education. Finally, when the uni- 
versity level expands in response to corporate and State bureau- 
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cratic needs, there are large salary differentials between those oc- 
cupations followed by children of lower income families who 
attend university, and those occupations such as medicine and 
engineering that require full-time study (making it difficult to work 
while attending university) and are taken primarily by youths from 
higher-income families. 

The entire school system, therefore, is highly class-stratified, with 
the majority of the State’s resources for education going to support 
those kinds of education that prepare children to work in the 
‘modern’ sector and for the managerial and technical levels of 
training required by that sector.! On the other hand, those children 
who are likely to be working in that sector receive a very small 
share of the State’s resources for education.* In addition, the 
curriculum at different levels of schooling is designed to prepare 
People for the modern sector. If children do not get jobs in that 
Sector, the schooling they have taken does not prepare them for 
the tasks they will perform in the traditional agricultural or marginal 
urban sectors of economic activity. Yet, schooling does play an 
important function in socializing these children to believe that 
their failure is not the failure of the system, but their own failure 
in not succeeding in school and thus not being able to get the 
kinds of jobs which are highly rewarded. This is the principal 
‘legitimizing’ function of public schooling. Nevertheless, even as 
the school system expands rapidly and the average level of schooling 
increases, the number of jobs available in the modern sector does 
Not expand as rapidly, and so we find that succeeding in school still 
does not buy jobs for the mass of people in that sector. Even 
while they have more schooling, they are still not prepared to 


1. While Foster argues that some African school systems are open to lower 
social class children there is evidence in Kenya, for example, that the type of 


secondary school (low cost/high cost) primary-school graduates enter is highly 
h-unemployment labour market the type of 


class-determined, and in a hig $ E : A 
secondary school attended becomes an increasingly important determinant 


of economic success (Mwaniki, 1973). ore: j 
The percentage of state resources going to university versus primary school 


in almost all dependent capitalist low-income countries is striking—many 
of them devote 25 to 30 per cent of the total education budget to the university 
leyel when less than 2-3 per cent of students attend university. A relatively 
progressive state such as Mexico assigned in 1963 more than 10 per cent of 
public funds to universities to serve 1 per cent of students (Carnoy, 1964). 
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carry out more effectively the tasks required in the traditional 
sector. 

Thus, in a ‘development’ situation such as we find in the in- 
dustrializing capitalist countries, most individuals receive educa- 
tion which neither helps them find middle- or high-paying jobs 
(if any job at all) in the modern sector, nor helps them modernize 
the traditional sector. This is not an accident, nor a result of 
inefficiencies’ in the school system. Rather, the school system was 
designed historically to function in a way which left the mass of 
people unable to participate in economic and social development 
because the economy was and is organized to maximize that partic- 
ipation for a few rather than the many. The schools go even 
further: they attempt to convince children and their families that 
the low level of capacity at which most children find themselves 
after going to school is the maximum capability which they can 
reach. Thus, not only does the school system fail to help individuals 
maximize their economic and social productivity, but in this kind 
of development it is necessary to convince those who are operating 
below their productive potential that they are in the best possible 
position consistent with ability, and that the system has actually 
helped them reach this ‘best’ position. 


The expansion of education in an economy marked 
by unemployment 


According to our model, in a capitalist economy the State expands 
schooling largely in accordance with the needs of industrial capital, 
although the modern State probably also responds to pressure from 
labour and the middle class to increase investment in education 
(secondary education for working-class children and university for 
the middle class) if this investment is not inconsistent with capitalist 
needs. The existence of unemployment tends to increase the de- 
mand for schooling by the school age population. This may be 4 
source of contradiction in capitalist development. 

; How does unemployment contribute to the expansion of school- 
ing? We have argued that unemployment is concentrated more in 


younger than in older workers. Initially, as schooling expands in. 


an economy, almost all those with, say, completed primary school- 
ing are able to find full-time work in the higher-paying sectors. We 
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noted, however, that the modern sector does not absorb the edu- 
cated (in this case primary graduates) as rapidly as the school 
system expands. Indeed, the fact that to get the better jobs in the 
past essentially required completed primary schooling put consider- 
able pressure on the government to expand primary education. 
This was also consistent with capitalist needs for socialized labour. 
But as primary-school graduates began to find it more difficult to 
get the better jobs, the pressure for expansion was concentrated 
on secondary schools, just as employers found it convenient to 
demand secondary-school degrees of young people for jobs which 
formerly required only primary-school degrees. The opportunity 
cost of going to secondary school falls sharply as primary graduates 
find it increasingly difficult to find employment on leaving school. 
In other words, the increasing unemployment of primary-school 
leavers lowers the income foregone of those deciding whether or 
not to attend secondary school. Since public secondary-school in- 
stitutional costs (such as teacher salaries and capital costs) are 
financed by public expenditures, the falling income foregone raises 
sharply the private economic benefit relative to the private economic 
cost of going to secondary schooling. Eventually, with the rapid 
expansion of secondary school, the same effect occurs at that level, 
with secondary graduates being subject to increased unemployment 
rates, and the alternative private-income cost of university studies 
falling relative to the benefits. Again, since it is young people who 
feel the heaviest crunch of unemployment, the income of secondary- 
school graduates in the early years after graduation (at the time 
they might be attending university) falls more due to unemployment 
than the income of older secondary graduates and the income of 
university graduates. Hence private costs fall relative to expected 
future benefits of university education and the pressure on the part 
of secondary graduates to attend university increases (see Blaug 
et al., 1969; Carnoy, 1972; Thias and Carnoy, 1969). 

Now, in this model of the expansion of schooling, we have used 
the neo-classical tool of rates of return as a key to describing 
individual and group behaviour. But it is not necessary to rely on 
this tool to come to the same analysis of school expansion: as the 
State expands schooling in order to meet the need for cheap skilled 
and socialized labour in the modern sector, the average level of 
Schooling of the unemployed increases. Groups of workers who 
were in a relatively privileged position find that their children—if 
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they take the same amount of schooling as their parents—will 
have a much higher probability of being unemployed and finding 
less secure jobs. Besides the usual ‘modern’ pressure of wanting 
children to achieve higher school levels than they did, parents and 
children press for even more schooling just to stay even. The 
pressure from the capitalist sector to increase the supply of skilled 
labour at ever higher levels of skills (in order to put downward 
pressure on the labour costs of these skills) creates oversupplies of 
skills at lower levels and generates additional pressure from stu- 
dents themselves for more schooling. 

While the education explosion has never been opposed by in- 
dustrial capitalists until now, rapidly increased education of workers 
and the unemployment of the educated may be creating contradic- 
tions in capitalist development: 

First, there seems to be a growing fear in more ‘progressive’ 
international circles that the more highly-educated unemployed pose 
a more significant political threat to the stability of pro-private 
enterprise governments than do the less-educated unemployed. 
Thus, the expansion of education needed by capitalists to increase 
profits may endanger continued capitalist expansion, if, indeed, 
that political aspect of educated unemployment is correct. Of 
course, the primary contradiction is in the inability or unwillingness 
of capitalist production to absorb the available labour force into 
full-time work. It is this primary contradiction which produces the 
possible secondary contradiction of more politicized educated un- 
employed. 

Second, the rapid increase in the average level of schooling in 
the labour force and particularly the expansion of graduates of 
higher levels of education over and above the point where they can 
be absorbed into the kinds of jobs they expect to get, creates a gap 
between the expectations of graduates at all levels of schooling 
and the work they end up doing. The increase in modern-sector 
jobs takes place more slowly than the increase in graduates. Jobs 
are constantly being upgraded in terms of the schooling of workers 
in them, but the nature of the jobs changes little. We would expect 
psychological alienation to increase unless expectations of graduates 
are lowered before they begin work (Coleman et al., 1973). There- 
fore, dissatisfaction on the job should increase, even though with 
a large unemployed labour force available to take jobs away from 
those who do not work hard, productivity may not fall even in the 
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face of dissatisfaction. But this means that fear of loss of work, 
rather than providing satisfaction from work, increasingly becomes 
the means of keeping the labour force in line. 

Third, there is also a contradiction in the use of resources in 
these low-income economies. While the economy is usually ‘human 
and physical resource-poor’, more is invested in human capital than 
can be fully utilized. Put another way, there are unemployed human 
capital resources when the economy is short of capital in general. 
In our model, this is the result of profit maximization behaviour 
by capitalists and managers: government policies are oriented to 
increasing profits rather than increasing employment. This leads 
to the ‘wastage’ (from a social point of view) of ‘scarce’ human 
resources. The contradiction occurs when this wastage is large 
enough to have a significant effect on the economic growth rate. 
Although profit rates may stay high even with low growth rates, 
a stagnant economy may lead to political disruptions and instabil- 
ity. This, in turn could interfere with capitalist expansion and the 
reproduction of the capitalist system of production. j 

The expansion of education, then, while a crucial part of capital- 
ist expansion and hierarchical reproduction (Bowles and Gintis, 
1974; Carnoy, 1974), does imply contradictions to further ex- 
pansion, largely because of the continued unemployment of labour 
in capitalist economies even with rapid economic growth. But we 
should understand that the existence of a large body of unemployed 
workers also keeps the pressure on workers—both educated and 
uneducated—to conform to production norms and proper worker 
behaviour. Similarly, educational expansion means increased worker 
socialization into the work-place (Inkeles, 1974). So while unem- 
ployment and education create contradictions in capitalist expan- 
sion, they are crucial components of that same expansion. 

As we shall discuss in the next section, the solutions for educated 
unemployment proposed by orthodox economists are rooted in the 
Mediation of the contradictions posed by expanded education. This 
Mediation, we will show, hinges on reducing directly the relative 
number of the highly educated and in reducing graduates’ occupa- 
tional expectations. Thus, although this is not the intention of the 
Proposed solutions, their adoption allows unemployment to be 
continued as a means for controlling labour and thereby reducing 
capitalists’ labour costs. On the contrary, the alternative policies 
we propose focus on better utilizing educated workers and moving 


57 


oe >. 
h Education and employment: a critical appraisal 


towards a full employment policy by exacerbating the contractions 
posed by educated unemployment, thereby reducing the decision- 
making prerogatives of capitalists and managers. 


Employment problems in ‘full-employment’ economies 


Our analysis of the employment problem in capitalist economies 
recommends abandoning reliance on capitalist expansion to solve 
unemployment and underemployment. We suggest that the educa- 
tional system in capitalist LICs is not necessarily ‘backward’ or too 
‘traditional’, but rather corresponds to relations in production 
emanating from the dependent economic and social condition of 
these societies. Thus, reforms in the present organization of produc- 
tion and in the school system which serves it may make some 
marginal improvements in the employment situation—may even re- 
duce educated unemployment (while leaving the overall level of 
employment essentially unchanged) if the unlikely political step is 
taken of restricting access to higher education—but would not move 
far towards eliminating the high rates of open unemployment extant 
in LICs. 

We therefore come to the conclusion that if an LIC is serious 
about creating a full-employment economy, it must consider alter- 
natives to capitalist production. We suggest that the public sector, 
either through providing credit to worker co-operatives or through 
direct employment, will have to be ultimately responsible for full 
employment. Nevertheless, we are aware that such a policy, if car- 
tied out, will raise problems of its own: there already exist a number 
of different types of socialist economies, operating at ‘full employ- 
ment’, which face new kinds of difficulties. 

Principally, once an economy moves to full employment or guar- 
anteed employment, the threat of unemployment used so effectively 
by employers in capitalist production to raise worker productivity 
1s removed. The very element of psychological anxiety inherent in 
an unemployment-inspired poverty which is eliminated by a full- 
employment policy can no longer be relied on to keep workers 
working hard. Productivity problems in socialist economies are of 
course compounded by much lower wage differences between the 
highest- and lowest-paid workers, which to some extent probably 
reduce the incentive for promotion, and by the lack of availability 
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of consumer goods which also reduces the incentive to earn more 
income. 

In many of these countries, however, wage incentives are still 
sufficient to motivate workers to higher production, and numerous 
other incentives exist. First, it should be recognized that workers 
who feel that the product of their work accrues to them in some 
form, either in State investment for a better life in the future or in 
the expansion of a firm run by the workers themselves (enabling 

future consumption), rather than to the 


workers to improve their c 
profits of a private employer, are likely to produce more efficiently 


(Carnoy and Levin, 1976; Melmen, 1956). Second, under ‘such 
conditions groups of workers can be motivated to compete against 
other groups just for the sake of producing more, if they identify with 
the State’s political goals. Third, individual status within production 
units is ussually associated with an individual’s or a group’s pro- 
ductivity and his political ‘consciousness’ and leadership. 

There is a shift, then, from the use of fear of unemployment and 
purely wage incentives (the mix of these two depending on the seg- 
ment of the labour market, higher segments or those skills in short 
supply getting wage incentives and workers in the secondary labour 
market getting the unemployment incentive) to wage incentives plus 
a complex non-wage incentive system derived from the greater iden- 
tification of workers with the State’s political goals. Under such an 
incentive system, the amount of work done depends to a large extent 
on the belief held by workers that their work is leading to some 
future collective and individual benefits derived from national eco- 
nomic improvement and even from political changes in the Third 
World as a whole. While the exhortations to produce more for na- 
tional political and economic goals exist in capitalist economies, the 
primary means in those economies for raising output focuses on 
individual gains and losses from higher or lower productivity; in 
socialist economies, the socialist project itself becomes a principal 
incentive for increasing output. > 

Increased reliance on non-wage incentives and forced postpone- 
ment of consumption rewards of increased individual output do not 
always succeed, and even if they succeed generally, a significant 
fraction of the labour force may not respond to the imposed condi- 
tions of socialist production. To the degree that elimination of open 
unemployment and the reduction of wage differences reduces the 
incentive to work, open unemployment is replaced with increased 
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underemployment, particularly in urban areas. In other words, for 
various reasons people may work less even though they have a 
‘full-time’ job. In Cuba, for example, in the late 1960s there was a 
serious problem in both rural and urban areas of workers only 
working four hours instead of eight. Not only was there little wage 
incentive for working harder, even if the wage incentive were there, 
non-rationed consumer goods were in such short supply that addi- 
tional income could not be turned into additional consumption. 
Furthermore, a high fraction of the teenage group was neither in 
school nor working although there was work available (Carnoy and 
Wertheim, 1975).2 

To some degree, these same kinds of underemployment problems 
existed or exist in all the socialist economies. Note that we are not 
dealing with underemployment caused by inefficiencies in the plan- 
ning process or distribution system—underemployment which re- 
sults from the lack of material inputs at the right place and right 
time, leaving workers without work even if they are highly pro- 
ductive. Although such underemployment is clearly a problem in 
planned socialist economies (and often in capitalist economies as 
well), largely rural LICs producing primarily food and export crops 
are probably less sensitive to underemployment of that type than to 
the underemployment of people who are working far less than their 
capacity because they are not motivated to work harder once they 
are not afraid of losing their possibility to work and eat. 

What about educated underemployment in socialist economies? 
One of the most important policy goals in all planned economies is 
to raise the formal preparation of all workers in the economy in the 
belief that this will increase productivity. As in capitalist economies, 
in the sense that formal education provides a common non-cognitive 
experience with shared cognitive information, productivity of workers 
working with others is probably increased, especially if workers are 
provided jobs which allow them to gain experience to build on their 
formal schooling. But like capitalist economies, socialist societies 
face the difficulty of getting people to accept vocational schooling 
when such schooling is considered inferior to academic training as 
a means to status achievement. Further, there is increasing pressure 


1. Both these problems were solved. 


» or on their way to being solved, by the 
early 1970s: Cuba moved back to 


wage incentives, very high-priced consumer 
goods such as television sets were made available, and teenagers were incor- 
Porated directly into the armed forces, work projects, and vocational schools. 
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over time to expand university education, and to a considerable 
degree—although not as great as in capitalist societies—the school 
system serves as a reinforcer of the new socialist technocratic ‘class’ 
structure, Some socialist countries such as China have gone through 
continuous struggles to prevent the appearance of a new, permanent 
hierarchy by, for example, severely limiting university education. 
Eastern Europe and the Soviet Union, despite many corrective 
mechanisms in allocating university places so that children of peas- 
ants and workers can have greatly increased access to higher edu- 
cation (Tomala, Kwiecinski and Borowicz, 1976), have allowed new 


hierarchies to develop. 

Yet educated unemployment as 
societies. For one thing, since wor 
tical base of a socialist government, 


the education budget goes to primary, 
tional education than to university. The expansion of university 


education in Eastern Europe, for example, has been rapid in recent 
years, but this expansion has come only after more than twenty 
years of investment in lower levels of schooling and industrial ex- 
pansion. Cuba did not even begin expanding the university level 
until 1967, more than seven years after the 1959 revolution, and 
that expansion was confined to certain technical faculties. As men- 
tioned, China has restricted university education, especially after 
the Cultural Revolution. Thus, educated underemployment is, to a 
large extent, limited by the relatively slower expansion of higher 
education in socialist societies, a limitation which is possible be- 
cause of the difference in political base of socialist and capitalist 
governments, and the absence of unemployment for those with lower 


levels of schooling. eee 
In addition, educated underemployment 1s limited by the closer 
by youth entering university. For 


control of the subjects studied renn 
example, as in capitalist economies, medicine in socialist economies 


is a preferred subject of study, largely because of the prestige of 
getting into the faculty of medicine (although in some socialist coun- 
tries a physician has more opportunity than other professionals of 
earning outside income from taking private clients). Most socialist 
societies began to find themselves with a surplus of physicians re- 
lative to other professions. Cuba dealt with this problem by making 
it increasingly difficult to enter medical faculties, channelling bright 
students into more technical careers (Carnoy and Wertheim, 1975). 


such does not exist in socialist 
kers and peasants form the poli- 
a much higher percentage of 
secondary and adult voca- 
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Poland is raising the entrance scores required to get into other 
faculties (such as chemical engineering) in order to increase their 
prestige relative to medicine (Tomala, Kwiecinski and Borowicz, 
1976). The Soviet Union has made medicine increasingly a woman’s 
profession and lowered wages paid to physicians, effectively causing 
men to study other careers. Similarly, career options in the planned 
economy are influenced in other subjects, either by direct means 
(eliminating or greatly reducing the size of certain faculties) or 
indirectly, by offering non-wage incentives to entering that faculty. 

All these alterations of the number of graduates are keyed to 
manpower planning for industrial or agricultural expansion, and, 
although such planning is in disrepute in the capitalist LICs (Blaug, 
1970), in the socialist world planning for professional training can 
be much more closely tied to economic planning. Further, high-level 
training is closely tied to actual jobs available in many countries 
through the requirement that a person studying in higher education 
either be recommended from a work situation in order to get higher- 
level training (China) or work in specific jobs as part of his/her 
university education (Cuba and most countries of Eastern Europe). 
The close connextion between education and work—those receiving 
higher education must work in order to continue their education— 
reduces the possibility of training people for jobs which do not 
exist. In socialist LICs, then, the paradox of underemployed or un- 
employed ‘scarce’ human resources—the highly schooled—is greatly 
reduced through measures of restriction and control which would 
be difficult to achieve in societies where the middle class and the 
bourgeoisie have a vested interest in an expanded and subsidized 
university, a university which is also an effective means of legiti- 
mizing the existing class structure. Whether the university will come 
to serve the same function for a technocratic class, and hence also 


lead to ‘overexpansion’ of university and ‘overeducation’ of workers 
in socialist economies remains to be seen. 
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d solutions for the unemployment/ 
the réle of education in these solu- 
th in the spirit of what Gorz 


Before turning to our propose 
underemployment problem and 
tions, we review the solutions put for 
(1967) calls ‘reformist reforms’. These reforms, according to Gorz, 
have as their primary constraint the preservation of the capitalist 
social order and production system; therefore, the reforms re- 
commended to solve unemployment attack that problem on the as- 
sumption that the system of production itself cannot and probably 
should not be changed because it is essentially efficient and equitable, 


although there are many flaws in it that should be corrected. 
The suggestions of reformist reformers appear in International 


Labour Organisation reports: conferences of international agencies 
and foundations? and special reports On education (Coombs, 1968; 
Coombs and Ahmed, 1974; Faure et al., 19725 International Bank 
for Reconstruction and Development, 1973). Blaug (1973) sum- 
marizes all these suggestions into two sets of solutions to educated 
unemployment—‘traditional’ and ‘sadical’—but the feature of both 
sets is that they hesitate to deal with the employment problem as 
Part and parcel of a capitalist system of production. The systemic 
forces of that production (for example, class conflict) which we be- 
lieve are crucial in explaining unemployment are avoided. Rather, 
as we now discuss, even the so-called ‘radical’ solutions—rooted in 
the orthodox and dualist analysis of LIC labour markets—attempt 


974, fora collection of essays on unemployment 


1. See, for example, Edwards, 1 s 
d for the Foundation; especially, Edwards 


in less-developed countries prepare 
and Todaro (1973). 
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to mediate the contradictions implicit in rapidly expanding education 
in high-employment capitalist economies. 

Blaug summarizes the solutions as follows: 

First, quantitative control of students entering universities is the 
single most important answer to the educated unemployment prob- 
lem. Obviously, if there are too many university graduates to be 
absorbed in the labour force, reducing the number of new graduates 
entering the labour market tends to reduce university graduate un- 
employment which, in turn, saves on the resources used in education 
and (hopefully) reduces the job aspirations of young people entering 
the labour force. Furthermore, since social rate of return estimates 
for a number of countries seem lower than rates to primary and 
secondary education,’ this indicates the value of restricting the pro- 
vision of higher education and using the resources to develop more 
jobs. In so doing, countries would therefore ‘improve the structure 
of educated unemployment—avoiding the use of expensive resources 
to produce unemployable university graduates—although it is not 
pretended that it would by itself alleviate open unemployment and 
underemployment’. (Blaug, 1973, p. 42.) 

Quantitative control could be achieved a number of ways: (a) di- 
rectly, through lowering the number of places available and either 
accepting higher scores on the entrance examination or increasing 
the difficulty of the examination; (b) shifting the costs of higher 
education from government to parents; combined with scholarships 
or loans to needy students, the establishment of fees for university 
and secondary education would allow (according to Blaug) for any 
social combination of students desired; (c) selection by quotas at 
the level just below university (upper secondary school) as a variant 
of quantitative control could also serve to affect the regional or 
tribal distribution of those who are quantitatively controlled; (d) 
postponement of entrance to university education for two or three 
years after completing secondary education; during those years, the 
secondary graduate would work in the labour force and get a better 
Picture of the realities of work and the opportunities available. 
Furthermore, postponed entry would also result in cutting uni- 


versity attendance, at least for the initial period (as the first group 
1. Psacharopoulos (1972) argues that the social rates to higher education really 
are lower, while Carnoy (1972) contends that they may only appear lower 


because social class is not taken into account in explaining income differences 
of graduates from different levels of school. 
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to postpone entry began applying to university, enrolment would 
rise again unless other quantitative restrictions had been imposed 
in the meantime). 

Second, the other principal means to reduce demand for uni- 
versity education in the orthodox model is to intervene on the wage- 
differential side of the labour market. Since the government sub- 
sidizes university education, the argument goes, social rates of return 
may be low, but private rates—the benefits proportional to private 
costs (income foregone and the private direct costs of schooling)— 
can be much higher and serve as an incentive for individuals to 
continue their education even in the face of low benefits to society 
of their doing so. Since governments of most low-income countries 
are not only the providers of education but also the principal em- 
Ployers of educated labour, it is possible through direct intervention 
to alter the wage structure in government in a way to reduce the 
Private rate of return to schooling and hence the demand for higher 
education. Not only is it argued that educated labour is paid ‘too 
much’ in the public sector, but that pay scales are rigidly tied to 
educational qualifications and age, greatly reducing the incentive 
to perform well at tasks: once a person is in the bureaucracy, he or 
she is guaranteed high pay and pay increases based solely on the 
Passage of time. 


As we pointed out earlier, Turkey in the 1930s and 1940s did 


teduce the government pay differential for university graduates and 
this did lead to a decline in the demand for university training in 
Turkey (Ozelli, 1968). In the 1950s, however, when Turkey began 
to modernize, she found herself with a dire shortage of engineers 
and technicians. Furthermore, we have no data on how many Turks 
went to study and live abroad. Such a policy may reduce educational 
unemployment at home while leading to the loss of human resources 
through emigration. 
e aO of curricula—under the assumption that 
jobs and present traditional academic training are mismatched’, 
many reformers suggest that the unemployment problem can be 
alleviated by preparing students more specifically for available jobs 
in the labour market. Furthermore, they imply that rural-urban mi- 
gration is exacerbated by the urban-oriented academic training of 
Tural elementary schools: since young people are not taught skills 
hey tend to leave rural areas to find jobs in 


useful for agriculture, t ) leay ) 
the cities. Besides solving the emigration problem, ruralization of 
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curricula is seen by some reformers as the principal means of sol- 
ving rural underemployment and development problems (Coombs 
and Ahmed, 1974). 

We agree with Blaug, however, that vocationalization of curricula, 
including installing work experience in the curriculum of schools, 
will not make students any better prepared for the job market. In- 
deed, the historical record of vocational education in achieving this 
goal in societies as diverse as the United States (Grubb and Lazerson, 
1975) and Ghana (Foster, 1965) is rather dismal. Thus, although a 
practical bias to the curriculum of schools is probably a good thing 
in itself simply because it may make school a less boring place and 
may make middle-class students less disdainful of physical work or 
‘self-reliant’ (Blaug, 1973, p. 53), 


...We must not think of the work experience idea as providing a remedy, 
particularly in the short run, for either educated unemployment, open 
unemployment, or poverty. 


As far as the rural-urban migration problem is concerned, 


Whatever outsiders may think, most educationists will admit that the teach- 
ing of agriculture in schools cannot keep Africans in the countryside; this 
can only be done by making the countryside a better place to live in.... 
This is not to deny that an effort should be made to convey a few simple 
basic principles of good land use and better animal husbandry to children 
in primary schools and, generally, to apply arithmetic, science and even 
the use of English to topics related to agriculture. But to teach ‘love of 
farming’ would require, not just a change of school curricula, but a major 
change in the training of teachers, which could only come through a 
national campaign to promote rural progress. (p. 51). 


In a similar vein, the alternation of students’ job expectations be- 
fore they enter the labour market is proposed as a way of getting 
the higher-educated to enter jobs which are more associated with 
secondary training. Some recent work in the IIEP proposes to re- 
concile the attitudes and expectations of the students, graduates and 
employers with the employability of graduates through an educa- 
tion-employment information system to be used by the students, 
graduates and national decision-makers (Sanyal and Yacoub, 1975). 

There is a distinct possibility that such information systems will 
eventually make university graduates accept lower-status work, re- 
conciling themselves to the devaluation of university training. But 
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this will only solve, if even that, the problem of educated unem- 
ployed. If university graduates begin accepting lower-status jobs, 
secondary graduates will have a more difficult time finding work. If 
they, in turn, accept the devaluation of secondary education, they 
will put increased pressure on the university system to expand or 
displace primary graduates and so on. The information process does 
nothing to create more work; it simply shifts people around. 

Fourth, training for self-employment is seen as a conceivable solu- 
tion to the employment problem if formal education could instil 
‘achievement motivation’ in students, motivation which would lead 
them to take up self-employment and to create jobs, not only for 
themselves but for others. However, Blaug does not hold out much 
hope for developing such values in developing societies much more 
Oriented towards central planning and wage employment in the 
public sector than to entrepreneurship in the unorganized sector. 
The process of development seems to be associated, he points out, 
with the decline of self-employment rather than its increase. 

Fifth, out-of-school education, non-formal education, literacy 
Programmes, and deschooling the educational system. It may seem 
Incorrect to type all these suggestions under one category, but they 
are typically variants of the same notion: schools are costly, miss a 


large fraction of youth (particularly in rural areas), are not suf- 


ficiently oriented towards work or community needs, and even, in 
the case of the deschooling argument, that schools hinder learning. 
The flexibility, lower cost, and more relevant learning features of the 
out-of-school education possibilities available in most countries are 
attractive to educators and social scientists alike (see Labelle, 1975, 
for a review of non-formal education ‘theory’), but there is a con- 
siderable mixture of reasons for being attracted, from an implicit 
desire to mediate contradictions in capitalist development (Coombs 
and Ahmed, 1975; Faure et al., 1972) to a rather explicit motiva- 
tion to use non-formal education (including literacy training) as a 
Means to change the structure of capitalist society (Freire, 1971; 
Illich, 1971: Reimer, 1971). Whatever the motivation, however, 
Within the context of capitalist development, the very same argu- 
Ment used by Blaug relating to vocationalization of curriculum in 

schools can be applied to any type of non-formal education: the 
Primary source of contradictions in capitalist development, including 
Unemployment, is the production system itself. While non-formal 
education may be less expensive than formal schooling and students 
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taking such education perhaps more motivated, the fact is that the 
income pay-off (access to higher-paying, more prestigious occupa- 
tions) to out-of-school education even though possibly high relative 
to total costs, is probably very low compared to the private return 
and the absolute return to formal schooling. Those who take non- 
formal education are therefore likely to be the ones who cannot get 
into the high-pay-off certification process of formal education—in 
capitalist societies, the lowest social classes. Indeed, we observe that 
where the public sector has become involved in non-formal educa- 
tion programmes, these low-cost, low-pay-off educational ‘oppor- 
tunities’ are reserved for the rural and urban marginal populations 
without access to formal schooling (Coombs and Ahmed, 1975; 
Papagiannis, in press). Under these circumstances, Foster’s argument 
on the vocational schooling fallacy could just as well be used for 
out-of-school education: given the structure of rewards in low-in- 
come capitalist societies, it is a commodity which no one will buy 
unless the higher value alternative is unavailable. n ` 

Interestingly enough, Illich’s arguments for out-of-school educa- 
tion have been used to support non-formal education for the poor, 
without addressing the issue of a class-stratified educational system 
(not discussed adequately by Illich either) nor the effect on inter- 
generational mobility of deschooling education for one group in the 
society while continuing formal education for other groups. Cer- 
tainly, that sort of strategy cannot be seen as reducing unemploy- 
ment, although it may reduce job expectations of the lower educated. 
We say ‘may’ because there is no evidence that those who take out- 
of-school education will actually have lower job expectations. It is 
just as possible that lower-class families will feel even more re- 
pressed by not being allowed to send their children to formal schools. 

In general, we would criticise these solutions as not facing up to 
the unemployment problem. It is true that educated unemployment 
can be reduced by reducing the number of people who are going to 
school, particularly higher levels of school. This reduction can take 
place by quantitative controls, altering wage structures, or (for a 
short period) by postponing higher education after secondary school. 
This would save resources which could be used to develop jobs, and 
hence contribute to the solution of overall unemployment, even 
though a substantial percentage of the resources used in higher edu- 
cation is for salaries of teachers (who, it is supposed, would be un- 
employed as a result of cuts in higher education). 
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The primary attraction of cutting higher education does not seem 
to be to solve overall unemployment, but rather the fear that the 
educated unemployed are somehow more dangerous politically than 
the uneducated unemployed (the Sri Lanka case is a good example 
employment, the record of the proposed solutions dealing with un- 
employment, the record of he proposed solutions dealing with un- 
employment and poverty in industrialized capitalist societies (with 
a great deal more resources) is rather poor. Vocationalization of 
curricula and specific training and education schemes for the ‘diffi- 
cult to employ’ simply have not worked (Levin, 1976). 

Finally, both ‘quantitative and qualitative’-—as Blaug calls them— 
education-based answers to unemployment avoid the political/eco- 
nomic/social foundations of the educational system. Is that system 
separate from the social and production structure? Are educational 
decisions independent of the underlying power relationships in the 
Society? In reading many of the solutions proposed, we get the im- 
pression that we technocrats and planners can, by showing the ‘ra- 
tional’ outcome of our solutions, get them adopted by the political 
power structure. For example, restricting access to higher education 
is a straightforward answer to educated unemployment, but what 
leads us to believe that the government is willing to make that poli- 
tical decision? Perhaps, despite educated unemployment, the mobility 
of the emerging urban middle classes (who may form an important 
part of the political base for the pro-free enterprise government) is 
sufficiently increased by expanded university education that con- 
tinued expansion is a crucial political issue for that group (Schiefel- 
bein, 1975). Perhaps, despite educated employment, large firms find 
it in their interest for wages of higher educated labour to fall over 
time (‘indeed, educated unemployment in a country like India has 
led to a steady decline in the real earnings associated with educa- 
tional qualifications —Blaug, 1973, p. 62). With these two pres- 
Sures for expanded university education, what pro-capitalist devel- 
opment government would successfully invoke measures to halt that 


expansion? 


An alternative approach 


In our view of the unemployment problem, concentrating on ‘distor- 
tions’ in the ‘free enterprise’ market system to reduce unemployment 
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does not make sense. Rather, we have to consider employment stra- 
tegies in terms of (a) their political context; and (b) the nature of 
unemployment in different segments of the market. 

Dealing with unemployment ‘politically’ means that we should 
treat unemployment as part of the conflict between capital and 
labour over the use of resources. As we have noted, in our view there 
is no evidence that industrialists and landowners are committed to 
solving high unemployment in the LICs. Indeed, from a profit- 
maximization standpoint, it is not in their interest to do so. Un- 
employment is largely a labour issue, and it is only in those capitalist 
societies where labour has wielded considerable and overt political 
power that low levels of unemployment have been reached.2 

Of course, the concept that labour organizations exercising poli- 
tical power should be the basis of a strategy for full employment is 
exactly the opposite of the neo-classical economists’ strategy: in the 
latter, labour organizations are a source of distortion in the operation 
of the free market system, helping to cause unemployment by raising 
wages above the marginal product of labour. Since we do not accept 
the assumption of marginal productivity equalling wages and deter- 
mining employment inherent in the neo-classical model, we cannot 
accept the causal connexion between labour organizations, actions 
on wages and overall unemployment. It is not in unions’ interest to 
have a reserve army of unemployed; the tighter the labour market, 
the greater the economic leverage of labour organizations. However, 
industrialists, both foreign and domestic, profit financially from the 
existence of a reserve army: it keeps downward pressure on wages. 
Only fear of the possible political repercussions of high unemploy- 
ment—ultimately destabilizing capitalist production—and the con- 
cern of more progressive industrialists that such harmful social side- 
effects of capitalist development delegitimize the system make the 
bourgeoisie, middle class, and an allied bureaucracy ready to reduce 


1. This raises the important issues of labour unions’ (or syndicates’) rôle in job 
Preservation. As we know, unions in capitalist economies vary greatly in their 
Political power. In difficult economic times, or in situations where the overall 
power of the labour movement is low, unions often serve to raise the economic 
condition of members at the expense of exclusion of non-members. But to 
argue that exclusion is a measure of a labour union’s strength is nonsense; 
to the contrary, a Powerful union will seek to expand its membership and make 


be a gains for an increased proportion of the labour force at the expense 
of capital. 
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unemployment. We should be realistic about the depth of commit- 
ment of these groups to solving the unemployment problem when 
there are other means, including direct repression and school social- 
ization, to which they can and do turn. 

Thus, our strategy for solving that problem hinges on building 
political power among employed and unemployed workers and peas- 
ants. This does not imply that planners and politicians should ignore 
the education of capitalists, managers, and landowners to the needs 
of implementing policies to reduce unemployment, but, in our view, 
this education can be speeded up by a situation where labour and 
peasant movements are important political factors. Neither does our 
strategy imply that all labour organizations will be equally effective; 
given our segmented labour market view, there would be pressure 
under the conditions of capitalist development for unions to try to 
protect their own workers and make economic gains in their favour 
rather than to participate in a collective movement pushing for a 
general wage increase and full employment at the expense of profits. 
Capitalist interests, according to our analysis, attempt to separate 
different groups of workers from each other by getting them to 
compete with each other for an increased share of the wage bill. A 
workers’ organization which is aware of this segmentation and of 
the more collective réle necessary in achieving full employment will 
obviously be more effective as a political base than one which is 
primarily concerned in protecting its members’ wages. Furthermore, 
if segmentation is assumed to be an important feature of labour 
markets, strategies of labour groups Or of pro-labour governments 


for the reduction of unemployment would have to vary according 
‘orce being dealt with. In the short run, 


to the segment of the labour f 
we have to start from the conditions of each segment of the labour 


market as it exists. 
Under the assumption, then, of a pro-labour government or a 


strong labour movement in a capitalist society, what kinds of poli- 

cies could be implemented to reduce unemployment? And what 

rôle can education play in these policies? 
We can divide the unemployed into several major groups: 

1. The large fraction of the unemployed which is marginal to the 
core urban labour force. Youth, lower social class workers, in- 
cluding first-generation migrants from rural to urban areas, and 
many women fall into this category. 

2. The skilled unemployed of prime working age. In the long run, 
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this group constantly faces the threat of obsolescence through the 

introduction of new machines or the reorganization of an industry 

as companies are bought and sold. 

3. The young, highly educated unemployed. In some countries the 
educated young are merely looking longer for the kind of work 
they expect to get as those desirable jobs become more scarce 
relative to the number of graduates; expectations have not been 
revised downward quickly enough. However, in other countries 
the educated young are unemployed much like youth with lower 
levels of schooling: they are a new group marginal to the core 
labour force, and like other marginal youth groups may have to go 
through several years of taking non-permanent, non-career work 
before getting a permanent job. 

In proposing unemployment-reduction policies, we have to face the 
different nature of unemployment in each of these groups and to 
determine the effect that employment-creation policies will have on 
each of them. It is doubtful, for example, whether higher levels of 
schooling and more training would do much for the marginal labour 
force if the average level of schooling in the labour force is also 
rising. As we have pointed out, this would raise the average educa- 
tion of the unemployed but would not create jobs. On the other 
hand, retraining of skilled unemployed of prime working age may 
alleviate the difficulty of finding new jobs when present work is 
made obsolete. Skilled workers with jobs are also in a position of 
organizing for job protection: a job-protection strategy would imply 
a fight for the maintenance of jobs in the face of plant closures and 
lay-offs and a struggle for the inclusion of hiring and firing policy in 
collective-bargaining agreements. Thus, the strategy for labour al- 
ready employed or skilled and having been employed in the core 
urban labour force for a long period of time is different from that 
for those who are having difficulty entering core urban jobs. 

Note again that the strategies proposed here are set in a particular 
political context: we assume that workers and peasants have enough 
political power to pressure capitalists to make changes against ca- 
Pitalist interests and that the government is pluralistic enough or 
has enough bureaucratic interest in maintaining political stability to 
give in to some worker demands. The spectrum of political pos- 
sibilities represented by these assumptions is quite broad, and, of 
course, we do not assume a static situation. On the contrary, the 
Proposed stategies are designed to solve the unemployment problem 
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through the dynamic of labour’s taking ever-increasing political and 
economic power (see Gorz, 1967). 


Proposed actions 


A general policy for increased employment 

The International Labour Organisation (see the ILO Country Re- 
ports) and others have recommended that employment can be in- 
creased by developing and using more labour-intensive technology 
and making agricultural production (which is already labour inten- 
sive) and rural life more fruitful. We agree that these general poli- 
cies, probably at the expense of profits, could work to increase over- 
all employment. However, the political implications of such policies 
in LIC free market economics should be clear; it is, in our view, not 
an accident or bad planning that has caused capital intensive technol- 
ogy and urban-oriented investment, but rather policies that are 
oriented specifically to subsidize and promote such technology and 
investment. The only way to increase labour intensity in the modern 
sector (as long as the private sector makes decisions about investing 
capital and developing technology) is to subsidize the use of labour 
instead of capital. The only way to make rural life more fruitful—to 
make it a more profitable place to invest for the small farmer—is 
to alter the price structure so that it is more favourable to agri- 
cultural production, especially the production of staple goods con- 
sumed domestically.’ 

In a situation where a government is not willing to nationalize 
production or intensify labour utilization directly through State 
intervention in the production process, it still must go against the 
political power of the urban bourgeoisie and middle class in order 
to make changes which will favour rural peasants and urban labour. 
If prices of staple goods are allowed to rise (favouring small farmers), 
urban workers’ real wages would fall unless their nominal wages are 
also allowed to rise. This, in turn, will reduce profits, especially in 
competitive industries or those industries which export in a com- 
petitive world market. Furthermore, the replacement of capital sub- 


1. In a recent paper, T. W. Schultz argues that prices of agricultural goods have 
primarily to reflect their world market value in order to make rural life more 


productive (Schultz, 1976). 
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sidies with labour subsidies or the promotion of labour-intensive 
technology will also favour labour relative to capital. Only a govern- 
ment strong enough politically to withstand the pressure of urban 
capital-owners could remove subsidies to capital and replace them 
with labour subsidies and higher prices for agricultural goods, even 
though many enterprises might be indifferent to capital and labour 
subsidies, since profits would not necessarily be affected by a switch 
in subsidy. 

At the same time, slowing down the labour flow from rural areas 
by making them a more rewarding place to live through the increased 
availability of low-interest credits to small farmers, extensive land 
reforms, higher prices for agricultural goods, peasant and agri- 
cultural labour organizations, etc., could put upward pressure on 
urban labour wages if the supply of cheap labour is affected by 
such policies. As we have argued above, the mass migration of rural 
labour to the cities has created problems of urban slums but has 
probably greatly benefited urban capital-owners looking for cheap 
labour. Thus, all of these policies, if enacted, have important im- 
plications for changes in the distribution of product among the work- 
ing population, and would undoubtedly be strongly opposed by 
those groups who would suffer losses with the change in policy. 
Planners should not be naive about these political implications of 
a full-employment policy. 

Furthermore, in order to overcome the effect on growth of a 
probable flight of frightened foreign and domestic capital as a result 
of pro-labour employment policy, it would also be necessary to in- 
vest public funds directly in production and to raise worker pro- 
ductivity. With more labour-intensive methods of production, the 
principal means available to the public sector to accomplish higher 
output per worker is through mass mobilization and political motiva- 
tion. A fuller-employment strategy therefore implies not only im- 
plementing policies which are antagonistic to the interests of capi- 
talists and managers, but preparing for the reaction by the private 
production sectors in response to pro-labour government action. The 
policies of mass mobilization are usually even more antagonistic to 
the interest of private capital, since it requires developing a collective 
entrepreneurial or ‘self-reliant’ consciousness antithetical to the em- 
ployer-employee relationship and to the concept that private capital 


should make decisions for the mass of workers and peasants in the 
society. 
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Job protection 

Those who are at present employed or are in traditionally low- 
unemployment categories of work, such as skilled operatives and 
sales and clerical workers, professionals, etc., have to consider that 
the high-paying, dynamic sectors of the private-enterprise system 
can employ only a limited number of them, and are constantly 
seeking ways to replace them by cheaper workers (men by women, 
skilled workers by semi-skilled using different technology, and 


domestic workers by cheaper foreign labour) or to expand their 


_ supply through publicly financed education and training so that they 


demands. Thus, for these workers, 


a movement toward job protection must be a key element for a full- 
employment strategy. As discussed above, job protection means a 
fight for the maintenance of jobs in the face of plant closings and 
lay-offs, a struggle for the inclusion of hiring and firing policies in 
collective-bargaining agreements, and retraining and relocation 
guarantees in the case of non-viability of existing production. 

Job protection is naturally much more of an issue in Jow econo- 
mic growth periods than when the economy is expanding rapidly, 
but in the long run, guarantees to skilled workers of some job—even 
One requiring retraining—transcend economic cycles. The experience 
of the Triumph motorcycle worker take-over in England (Carnoy 


and Levin, 1976) shows that plant occupations may successfully 


protect jobs over the long run and that plant closings and massive 
ker action. Further, it indicates that 


lay-offs may be prevented by wor ur 
d firing decisions does not neces- 


worker participation in hiring an eee) i 
sarlily lower productivity even if that participation promises more 


Secure employment. : à 
Job protection also has implications for educational planning. In 


the present situation, skilled workers may on the one hand be op- 
Posed to the expansion of education because of the potential threat 
that a young, more educated worker may pose to their jobs, but 
on the other, may be for expansion in order that their children can 
have the opportunity of upward mobility. While a limitation of uni- 
versity expansion through quotas or higher private costs per pupil, 
for example, could be supported on job protection grounds by pro- 
fessionals currently employed, they would oppose limitation on the 
grounds of denying university access to their children. Since seniority 
also figures in people’s view of their job security, older skilled 
workers and professionals have generally supported educational ex- 


are pressured to lower their wage 
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pansion because their children’s careers become a more important 
variable for them in educational policy than their job insecurity. 

If labour organizations were able to exact job protection and 
guarantees through the political process, increased pressure for 
educational expansion would seem to be the implied effect on the 
education sector: since skilled workers would no longer be as con- 
cerned about losing their jobs to new graduates with more schooling, 
that interest group’s potential opposition to educational expansion 
would disappear. However, other effects of job protection would 
probably swamp that one. For example, effective job protection 
would decrease employer pressure to expand education, since the 
threat potential of a more highly educated reserve army of un- 
employed youth would be significantly reduced: a skilled worker 
could not be intimidated by the existence of skilled unemployment 
if, for example, his worker organization had the right to veto any 
hiring or firing taking place in the plant or the commercial farm, 
Furthermore, any extension of job protection into guaranteed work 
programmes (discussed below) would increase the income foregone 
by youth in continuing school. In other words, reduced youth un- 
employment would increase the private cost of going to school. It 
would not be as necessary to go to higher and higher levels of 
education in order to get a job. All in all, then, the net effect of job 
protection would be to decrease the pressure to expand education 
if job protection is not limited to a small group of ‘élite’ workers. 
If it is, as in many LICs today, the pressure to get enough schooling 
to obtain those élite jobs would increase. 


Employment creation 


This leaves us with the large block of unemployed—the marginal 
work force—and the much smaller group of unemployed university 
educated youth. The most difficult employment problem is clearly 
with the first group. Some of it could be absorbed through labour 
subsidies to private industry (and some could be alleviated in the 
longer run through a lower population growth rate). Such subsidies 
could take various forms: 

First, a direct subsidy to firms for workers employed. If this sub- 
sidy takes the form of a payroll subsidy (a government tax credit 
based on the amount of wages paid), there will be a bias toward 
favouring employment of more educated, highly paid workers, thus 
reducing the effect on employing the marginal work force. So we 
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would recommend that if a labour tax credit or other form of subsidy 
is used, it should be based on the number of workers employed (re- 
ceiving wages) as well as the wage bill (the latter to prevent the 
listing of mythical workers to get tax credit). In other words, the 
subsidy formula should reward the increased employment of more 
workers as well as more wages. 

Second, in most countries (LICs and industrialized), the social 
security system is organized in a way that taxes the wages of low- 
income more than high-income workers, taxes the employer for 
using more labour-intensive techniques (taxes him for every additio- 
nal worker he hires permanently), and in many cases, even taxes the 
employer proportionately more for low-wage workers than for high- 
wage workers. For example, in the United States, only the first 
$15,000 of a worker’s income is taxed for social security purposes 
(both the worker’s contribution and the employer’s contribution). 
From the employer’s standpoint, there is thus a slight bias toward 
hiring fewer highly paid workers than more less-paid workers. We 
would recommend changing the tax base of social security from a 
payroll tax to a direct progressive tax on income, both personal 
income and corporate income. This would make the tax system 
more progressive and would remove the anti-labour hiring effect of 
the tax. Another possible interim scheme to shift part of social 
security taxes to direct progressive income and corporate taxes is to 
exclude from social security taxes (both employer and employee 
contributions) the lowest X dollars of wages paid and make this 
amount up through increased direct income taxes, while still follow- 
ing the payroll social security tax scheme on higher wages. This 
would have the effect of encouraging employers to hire less-skilled, 
lower-wage workers. 

While these recommendations may have some effect on increased 
hiring of workers, particularly unskilled, high-unemployment-risk 
workers, the fact is that many seeking work will not be employed 
in developing countries (or for that matter, in the highly in- 
dustrialized countries) without direct government intervention into 
the labour markets, intervention even beyond providing labour sub- 
sidies to the private sector and supporting job protection by worker 
groups. In other words, there is no evidence that a free-market 
system would ‘clear’ unemployment in the LICs at higher than sub- 
sistence wages, especially since the government is already an im- 
portant employer. In discussing direct employment, the principal 
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issue is how the government should employ all these people. The 

discussion revolves around three principal concepts: 

1. Direct central government employment on public works projects, 
such as roads, dams, sewer systems, irrigation, school building, 
etc. The advantage of such direct employment is that it creates 
work quickly; the disadvantages are that its multiplicative em- 
ployment effects are small and that large public works projects— 
because of the long time it takes for most of them to have an 
effect on production of goods—are inflationary.1 On the other 
hand, the government could go directly into the production of 
consumer goods, including agricultural products, employing large 
numbers of unemployed in such production, and concentrating 
on low capital-investment projects. The argument against direct 
government employment of the latter type is that the public sector 
is a very inefficient producer compared to private enterprise. But 
if the objective of production is not only low prices but full em- 
ployment, the public sector may indeed be more efficient than the 
private. 

2. We feel, however, that there is another disadvantage to direct 
central government employment: if there is a single major em- 
ployer and no decentralized control by workers and local ma- 
nagers of production, there is a distinct danger of bureaucratic 
norms overshadowing production and employment norms, as well 
as the probability of stifling incentives for increased productivity 
and creativity. For this reason, we prefer public financing of 
producer co-operatives as a means of employment creation rather 
than direct employment by the government. These co-operatives 
could be worker-consumer controlled production units and could 
produce in accord with a sectoral plan. The co-operatives could 
employ young people, older people who are considered too old by 
employers to work in the private sector, young professionals un- 
able to find a government or private sector job, and the marginal 
prime working age labour force. Indeed, they could form the be- 
ginning of a network of public, decentralized production units 
organized to produce goods and services for communities, for 


1. On the positive side, the income earned by workers from such projects would 
probably be spent almost entirely on food and simple clothing and other 
basic goods which are produced by relatively labour-intensive methods. This 
would have an important multiple effect on employment provided that the 
government allowed the prices of those goods to rise (at least in the short run). 
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national production and consumption goals, and even for export. 
These could include transportation, food, light manufactured 
goods, and maintenance—practically anything, including com- 
peting with private production of the same goods. 

3. Both the financing of co-operatives and the direct employment of 
the unemployed could be tied to training programmes—not train- 
ing programmes for private sector jobs, but programmes which 
would provide the skills needed in local producer co-operatives, 
worker-run plants financed with government credits, and for em- 
ployment in the public sector itself. The training programmes 
would be geared to prepare people for existing jobs over which 
the public sector would exercise some control, so that there could 
be some connexion between the training given and the jobs avail- 
able. More important, training could take place as part of work, 
and there would be much more opportunity to have training take 
place between skilled and unskilled workers and through job 
rotation (Carnoy and Levin, 1976). 

As we argued above, the reduction of unemployment in this way, 

especially among youths, would tend to decrease the pressure for 

school expansion because of the increased income opportunities for 
youth, Furthermore, if promotion or the better jobs in the worker- 
controlled co-operatives were based less on education and more on 
performance (would workers be likely to reward skill and per- 
formance more and formal training less than do managers?) as 
Blaug has suggested for the government sector, this would place even 


less emphasis on schooling as a means to employment and better 


jobs. We suggest that a full-employment policy achieved in this way 
ification and increase its 


would reduce the use of schooling for cert 
use to meet real skill needs in the production process. 
All of these programmes are oriented towards building an em- 


ployment structure parallel to the private sector, and even in some 
cases competing with it. This parallel structure would have as its 
principal goal employment rather than profit. Although in profit 
terms it might be less ‘efficient’ than the private sector, in terms of 
human development it could be much more efficient. It might also 
produce a range of goods and services which have real use in the 
economy, and, if planned properly, could create worker-controlled 
units run much more democratically than private-sector corpora- 
tions. 

In this strategy, educated unemployment is resolved in two ways: 
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first, young people recently graduated can find work in the public 
sector and utilize their formal skills either in training other workers 
or in production itself. They can also learn new skills in the public 
sector and move on to the private sector with improved preparation 
for work. Second, educated unemployment is reduced because the 
pressure to get into university would be decreased by the availability 
of work for high-school and even primary-school graduates, with 
the possibility of continuing school later on. 

But the main point of the suggested strategy is that the solution 
to unemployment and to educated unemployment, as well as to the 
rapid, uncontrollable migration from rural areas to the urban sprawl 
of shanty towns, lies not in the restructuring of the educational 
system or even in the creation of new forms of education, but in the 
restructuring of the production system. We can no longer rely on 
the emergence of individual entrepreneurs to organize financing, 
marketing, and production for new employment; although there are 
many talented entrepreneurs in LICs, the production of goods and 
services under a capitalist organization of production does not 
maximize employment—it maximizes profits (the return to invest- 
ment). Furthermore, production of many goods in LICs is mono- 
polized, and there is even more monopolization of credit markets. 
Collective and co-operative entrepreneurial ability is a much more 
likely solution to the unemployment problem in the LICs, and this 
type of restructuring, we believe, would be the most fruitful for 
incorporating the mass of unemployed youth and marginal labour 


force into dynamic, public-financed, worker-controlled production, 
both in rural and ruban areas. 


Education and employment 


The planner could easily argue that in most LIC capitalist economies 
the possibility of changes in the structure of production and of mass 
mobilization is so remote that it is a utopian ideal. But our proposal 
should be regarded as exactly that: a goal to be kept in mind in the 
planning of education and employment programmes. As the planner 
is faced by alternative educational reforms, he/she should (according 
to our model) judge those schemes not only in terms of how much 
education they intend to provide, but how much relative economic 
power they transfer to workers and peasants. We have argued that 
educational reforms generally do not move the economy towards 
full employment for the unemployed: rather, they divert the poor 
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to hope for their children’s mobility or their own higher productivity 
(and income) while giving them little of either. We are arguing here 
that the planner should evaluate these reforms on eco-political 
grounds, realizing that educational innovations combined with full 
employment programmes could very well set the conditions for in- 
creased mass economic power, so that major educational reforms 
intended to help low-income groups should be combined with eco- 
nomic programmes for the poor. Otherwise, the educational reform 
is not much more than a mediator of contradictions—a post- 
ponement of dealing with the problem of poverty and mass participa- 
tion in the country’s economic and political life. 
_ This means that, for example, introducing non-formal education 
in rural or marginal urban areas has to be accompanied by econo- 
mic programmes which enable people in those areas to gain econo- 
mic power at the expense of the wealthier groups in society. Without 
those economic programmes, non-formal education becomes a means 
for extending hope to the poor with small possibility of delivering 
on any economic gain. If, however, rural education is accompanied 
by the extension of credit to small farmers, higher prices for products 
which they can produce, land reform, and advice on co-operative 
arrangements and the purchase or leasing of machinery, then there 
is a real possibility of such education leading to greater productivity 
and more employment in rural areas. Similarly, vocational education 
programmes for urban workers should be tied to the employment of 
those workers at the end of the training process, as we have des- 
cribed above. 
Yet the planner must be very careful in estimating—at least ap- 
proximately—who will pay the cost of increased economic power 
for the poor. In the case of the peasantry and farm labour, for 
example, an increase in the return to farming foodstuffs could be 
borne primarily by urban workers rather than high-income earners 
and owners of capital (since lower-income urban groups, such as 
workers, spend a higher percentage of their income on food— 
especially domestically produced staples—than do higher-income 
earners). In order for this not to happen, planners concerned with 
the well-being of low-income groups should develop a system of 
Pricing and controls to pass the costs of an increase in income of 
peasants to higher-income earners, including owners of physical 
capital, while at the same time developing training schemes to in- 


crease production in response to income gains. 
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Similarly, higher wages and greater employment offered to urban 
skilled workers could be financed by extracting greater surplus from 
the rural poor or driving them off the land and putting downward 
pressure on wages paid to urban unskilled workers. This seems to 
be the method used in most capitalist countries to divide the work- 
ing class and politically pit skilled against unskilled workers and 
peasants (see the discussion on segmentation above). The planner 
interested in increasing employment (and, by implication, shifting 
economic power to the poor) has not only to plan educational in- 
novations designed to help the poor gain skills but to work with 
economic planners who can tell him/her the probable distributive 
and employment measures which should accompany such innovations 
to make them effective for the people whom they are supposed to 
to be serving. This co-ordination of educational reform with eco- 
nomic planning for employment and redistribution of economic 
power is precisely the opposite of most planning processes in low- 
income capitalist countries, where educational reform decisions are 
made under an implicit set of educational and economic objectives 
which are largely defined by groups whose vested interests are as- 
sociated with the maintenance of a labour and skilled-labour sur- 
plus economy, and, above all, to the reproduction of a capitalist 
organization of production even at the expense of continued poverty 
and unemployment. 


Schooling and work 

Although we do not see much of a rôle for schooling alone (un- 
combined with programmes to actually reduce unemployment for 
high unemployment groups), it may be possible for the school to be 
increasingly tied to work. This has been suggested in the United 
States and in other capitalist countries (see, for example, Coleman 
et al., 1973) as a means of changing the job expectations of youth 
to reduce the political volatility of educated unemployment and 
underemployment. Countries such as Panama are beginning pro- 
grammes in rural areas where junior-high-school (secundaria) stu- 
dents work a certain number of hours per week on farms connected 
to the school (Del Cid, 1976). The sale of the produce from these 
farms helps finance the school while the process of farming the land 
as part of the school curriculum prepares the students to be more 
Productive farmers. Mexico has developed a higher-secondary edu- 
cation (bachillerato) Programme which has students working On 
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social projects as part of their education (Ornelas, 1976). The 
Mexican programme is similar in some ways to the programme run 
by Antioch College, Ohio (United States), which allows students to 
work a year for college credit and to Goddard College’s, Vermont 
(United States) programme which integrates university training and 
work. 

Such programmes are interesting and useful efforts to make edu- 
cation more ‘relevant’ to students in various schooling levels. In the 
Panama case, the rural schools are also being designed to make 
secondary schooling less costly for the government to provide. But, 
as Blaug has argued, there is a danger that school/work programmes 
in capitalist economies—particularly those which cater to peasant 
and urban worker children—can increase skills for such children, 
yet increase skills which are low-valued in the economy and have a 
high chance of being made obsolete or unemployable, thus con- 
demning the children of those classes once again to the least-re- 
warded segment of the labour force despite their increased schooling. 

In this regard we should compare the effect of school/work reforms 
with their functioning in Cuba and China, where many of them 
originated. In China upper secondary and higher education is tied 
directly to work-places, both rural and urban. Indeed, youth are 
selected into higher-education institutions by their fellow-workers 
both in terms of their potential to do well academically and their 
work records. And even while in school, students continue to apply 
their knowledge in work situations (higher-educational institutions 
are connected with production units). After the completion of school- 
ing, students return to their place of work. Thus, educational em- 
ployment and underemployment is essentially non-existent, and the 
costs of higher levels of schooling in terms of income foregone are 
greatly reduced (Anglo-Chinese Educational Institute, January 
1974). 

ate the problem of agricultural labour shortages resulting in 
large part from the definition—in about 1963—of agriculture as the 
lead sector in Cuban development, the ideological commitment of 
integrating the rural and urban sectors, and the commitment to 
developing a socialist, work-oriented ‘new man’ led the Cubans to 
develop first ‘schools to the countryside’, in which secondary students 
from urban areas spent forty-five days a year working in agricultural 
production, and eventually, ‘schools in the countryside’, in which 
urban and rural secondary-school students board at rural schools, 
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working as agricultural labourers twenty hours per week on school- 
run (including student participation) farms whose product is tied 
into the agricultural plan. The ‘schools in the countryside’ have be- 
come the principal feature of Cuban educational expansion since 
1969. It should be pointed out again that both urban and rural 
students board at these schools, not just rural students. Indeed, ex- 
cept for vocational schools (modelled on the Lenin Vocational 
School near Habana) to be built in each of Cuba’s sixteen provinces, 
all secondary schools will be in the countryside and will require 
students, as part of their regular curriculum, to work on the land 
during the four-year schooling cycle. Even the new urban vocational 
schools have students producing manufactured goods: students at 
the Lenin Vocational School, for example, produce all the transistor 
radios in Cuba, while as well assembling and installing mini-com- 
puters (Carnoy and Wertheim, 1975). 

Our purpose is not to go into details about the nature of these 
educational innovations in China and Cuba, but it should be clear 
from the short remarks here that there is a great deal for planners 
in LICs to learn from these experiences. Both countries have re- 
duced the cost of providing secondary and higher education to the 
mass of young people, apparently without reducing the quality of 
academic training at those levels, In fact, there is evidence for Cuba 
that academic performance actually rose substantially in the ‘schools 
in the countryside’ over traditional forms of schooling. Agricultural 
and industrial production of secondary-school students not only re- 
duces costs of schooling but probably produces a net material gain 
for the secondary-schooling sector in addition to academic or 
vocational skill output, which is regarded as increasing future pro- 
ductivity of the students involved (Carnoy and Wertheim, 1975). 
At the same time, the school/work situation meets socialist ideolo- 
gical goals of building work co-operation and reducing the differen- 
ces between the urban and rural experience. 

Such programmes would be hard to insert in a capitalist develop- 
ment context, especially with these same goals in mind. Middle- and 
upper-class parents are unlikely to accept the required attendance 
of their children in schools where the children work in agriculture 
or even factory jobs. Indeed, the very essence of capitalist education f 
is the formation of children into very different class rôles. Never- 
theless, in line with our view that the educational planner can keep 
‘utopian’ goals in mind while working in the real-politik of his so- 
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ciety, we suggest that moves can be made to develop work pro- 
grammes primarily at higher levels of education in capitalist LICs 
in order to reduce the social distance between production workers 
and future professionals. Work programmes would also predict 
more closely the labour market for certain professions. Yet, it 
should be clear that unless there is much more control in both the 
labour market and the number and type of people who are training 
in both public and private universities, there is still a good chance 
of educated unemployment. 

What about work/study programmes at lower levels of schooling? 
In Panama, where rural students work on land connected to the 
school, work/study is certainly useful in developing agricultural 
skills and probably reduces the cost of schooling when the product 
is marketed. However, unless these kinds of education programmes 
are combined with changes in the possibilities of economic im- 
provement of rural life, rural production schools will not necessarily 
increase employment in rural areas and may have a very low econo- 
mie pay-off. Indeed, as long as they continue to teach academic 
subjects which can be useful in finding jobs in urban areas, they 
probably will not even stem the flow of rural-urban migration. So 
the innovation of rural production schools can reduce the cost of 
schooling rural youth, but such an innovation alone cannot be ex- 
pected to solve the unemployment problem. On the other hand, 
rural production schools combined with structural reforms which 
favour the peasantry could indeed contribute to increased work in 
rural areas, higher productivity, and a reduction of the rural-urban 
flow (which, in turn, may reduce urban unemployment). 

And work/study programmes would fit in well with producer co- 
operatives and other government employment. If those young people 
already working and recommended for study from a work-place 
were given preference for university education over non-job holders, 
there would be considerable incentive for young people to find jobs 
first and then to study. 

Even given this possibility, we cannot expect that school/work 
situations in both rural and urban areas (through industrial voca- 
tional schooling for the children of urban workers) can begin to 
break down the urban-rural dichotomy or crack the class structure 
in urban and rural areas unless everyone is required to attend those 
schools. The development of production schools for one class in the 
society combined with academic training leading to university for 
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higher social-class children may simply eliminate educated unem- 
ployment (reduce pressure on university expansion through restric- 
tions to entry) without touching the high levels of unemployment 
among rural labour and the marginal urban poor. . 

The development of education in association with production 
therefore provides interesting possibilities even in capitalist societies, 
particularly in the capability of such education to pay for itself. But 
such programmes—as we have hopefully made quite clear—do not, 
in and of themselves, reduce unemployment or give economic power 
to the poor. In fact, having students undertake agricultural and in- 
dustrial production while there exists unemployment in the active 
labour force does not make much sense, and this is the dilemma of 
low-income capitalist societies, short on output per capita but some- 
how unable to fully employ labour capable of producing output. 
Many of the suggestions we have made in our action plan require 
reorganizing the way goods are produced, particularly changing the 
control of decision-making in production and the priority placed on 
employment over profit. Such changes are not made easily in the 
LICs; indeed, we question whether they can be made at all without 
considerable organization of worker and peasant groups and con- 
flict between those who want the economy to expand in a way which 
rewards the urban bourgeoisie and middle classes, and those who 
want to develop through a mass base type of politics and economic 
Structure. The conflict is accentuated by the interest of the world’s 
major powers in the development road chosen. 

We therefore caution the planner against believing that ‘non- 
reformist’ reforms can be made easily, just as we caution him 
against believing that the unemployment and educated-unemploy- 
ment problems can be solved by making capitalist development 
more ‘rational’. Unemployment and the extension of unemployment 
by guaranteeing work hits at some fundamental power relations in 
the production process, The kind of suggestion we have made can 
only be implemented under certain political conditions, must be part 
of an overall strategy for changing control of how goods are pro- 
duced and who gets the fruit of production, and therefore requires 
the organization of a mass political base. Ultimately, each country’s 
situation is unique, and the strategy employed to increase employ- 


ment must emanate from the political and economic culture of that 
particular society. 
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